
U.S. GOVERNMENT PRINTING OFFICE

WASHINGTON : 

1 

39–006 

HOUSE OF REPRESENTATIVES " ! 108TH CONGRESS 
2d Session 

REPORT NO. 

2005 

108–810 

Union Calendar No. 495 

REPORT ON THE LEGISLATIVE AND 
OVERSIGHT ACTIVITIES 

OF THE 

COMMITTEE ON WAYS AND MEANS 

DURING THE 

108TH CONGRESS 

JANUARY 3, 2005.—Committed to the Committee of the Whole House on 
the State of the Union and ordered to be printed 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00001 Fmt 4012 Sfmt 4012 E:\HR\OC\HR810.XXX HR810 E
:\S

ea
ls

\C
on

gr
es

s.
#1

3



(II) 

COMMITTEE ON WAYS AND MEANS 

BILL THOMAS, California, Chairman 
PHILIP M. CRANE, Illinois 
E. CLAY SHAW, JR., Florida 
NANCY L. JOHNSON, Connecticut 
AMO HOUGHTON, New York 
WALLY HERGER, California 
JIM MCCRERY, Louisiana 
DAVE CAMP, Michigan 
JIM RAMSTAD, Minnesota 
JIM NUSSLE, Iowa 
SAM JOHNSON, Texas 
JENNIFER DUNN, Washington 
MAC COLLINS, Georgia 
ROB PORTMAN, Ohio 
PHIL ENGLISH, Pennsylvania 
J. D. HAYWORTH, Arizona 
JERRY WELLER, Illinois 
KENNY C. HULSHOF, Missouri 
SCOTT MCINNIS, Colorado 
RON LEWIS, Kentucky 
MARK FOLEY, Florida 
KEVIN BRADY, Texas 
PAUL RYAN, Wisconsin 
ERIC CANTOR, Virginia 

CHARLES B. RANGEL, New York 
FORTNEY PETE STARK, California 
ROBERT T. MATSUI, California 
SANDER M. LEVIN, Michigan 
BENJAMIN L. CARDIN, Maryland 
JIM MCDERMOTT, Washington 
GERALD D. KLECZKA, Wisconsin 
JOHN LEWIS, Georgia 
RICHARD E. NEAL, Massachusetts 
MICHAEL R. MCNULTY, New York 
WILLIAM J. JEFFERSON, Louisiana 
JOHN S. TANNER, Tennessee 
XAVIER BECERRA, California 
LLOYD DOGGETT, Texas 
EARL POMEROY, North Dakota 
MAX SANDLIN, Texas 
STEPHANIE TUBBS JONES, Ohio 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00002 Fmt 5904 Sfmt 5904 E:\HR\OC\HR810.XXX HR810



(III) 

LETTER OF TRANSMITTAL 

U.S. HOUSE OF REPRESENTATIVES, 
COMMITTEE ON WAYS AND MEANS, 

Washington, DC, January 3, 2005. 
Hon. JEFF TRANDAHL, 
Office of the Clerk, 
House of Representatives, Washington, DC. 

DEAR MR. TRANDAHL: I am herewith transmitting, pursuant to 
House Rule XI, clause 1(d), the report of the Committee on Ways 
and Means on its legislative and oversight activities during the 
108th Congress. 

Sincerely, 
BILL THOMAS, Chairman. 
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(VII) 

FOREWORD 

Clause 1(d) of Rule XI of the Rules of the House, regarding the 
rules of procedure for committees, contains a requirement that 
each committee prepare a report at the conclusion of each Congress 
summarizing its activities. The 104th Congress added subsections 
on legislative and oversight activities, including a summary com-
parison of oversight plans and eventual recommendations and ac-
tions. The full text of the Rule, as recodified in the 108th Congress, 
follows: 

(d)(1) Each committee shall submit to the House not 
later than January 2 of each odd-numbered year a report 
on the activities of that committee under this rule and rule 
X during the Congress ending at noon on January 3 of 
such year. 

(2) Such report shall include separate sections summa-
rizing the legislative and oversight activities of that com-
mittee during that Congress. 

(3) The oversight section of such report shall include a 
summary of the oversight plans submitted by the com-
mittee under clause 2(d) of rule X, a summary of the ac-
tions taken and recommendations made with respect to 
each such plan, a summary of any additional oversight ac-
tivities undertaken by that committee, and any rec-
ommendations made or actions taken thereon. 

(4) After an adjournment sine die of the last regular ses-
sion of a Congress, the chairman of a committee may file 
an activities report under subparagraph (1) with the Clerk 
at any time and without approval of the committee, pro-
vided that— 

(A) a copy of the report has been available to each 
member of the committee for at least seven calendar 
days; and 

(B) the report includes any supplemental, minority, 
or additional view submitted by a member of the com-
mittee. 

The jurisdiction of the Committee on Ways and Means during 
the 108th Congress is provided in Rule X, clause 1(s), as follows: 

(s) Committee on Ways and Means. 
(1) Customs, collection districts, and ports of entry 

and delivery. 
(2) Reciprocal trade agreements. 
(3) Revenue measures generally. 
(4) Revenue measures relating to the insular posses-

sions. 
(5) Bonded debt of the United States, subject to the 

last sentence of clause 4(f). 
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(6) Deposit of public monies. 
(7) Transportation of dutiable goods. 
(8) Tax exempt foundations and charitable trusts. 
(9) National social security (except health care and 

facilities programs that are supported from general 
revenues as opposed to payroll deductions and except 
work incentive programs). 

The general oversight responsibilities of committees are set forth 
in clause 2 of Rule X. The 104th Congress also added the require-
ment in clause 2 of Rule X that each standing committee submit 
its oversight plans for each Congress. The text of the Rule, as re-
codified in the 108th Congress, in pertinent part, follows: 

2. (a) The various standing committees shall have gen-
eral oversight responsibilities as provided in paragraph (b) 
in order to assist the House in— 

(1) its analysis, appraisal, and evaluation of— 
(A) the application, administration, execution, 

and effectiveness of Federal laws; and 
(B) conditions and circumstances that may indi-

cate the necessity or desirability of enacting new 
or additional legislation; and 

(2) its formulation, consideration, and enactment of 
changes in Federal laws, and of such additional legis-
lation as may be necessary or appropriate. 

(b)(1) In order to determine whether laws and programs 
addressing subjects within the jurisdiction of a committee 
are being implemented and carried out in accordance with 
the intent of Congress and whether they should be contin-
ued, curtailed, or eliminated, each standing committee 
(other than the Committee on Appropriations) shall review 
and study on a continuing basis— 

(A) the application, administration, execution, and 
effectiveness of laws and programs addressing subjects 
within its jurisdiction; 

(B) the organization and operation of the Federal 
agencies and entities having responsibilities for the 
administration and execution of laws and programs 
addressing subjects within its jurisdiction; 

(C) any conditions or circumstances that may indi-
cate the necessity or desirability of enacting new or 
additional legislation addressing subjects within its ju-
risdiction (whether or not a bill or resolution has been 
introduced with respect thereto); and 

(D) future research and forecasting on subjects with-
in its jurisdiction. 

(2) Each committee to which subparagraph (1) applies 
having more than 20 members shall establish an oversight 
subcommittee, or require its subcommittees to conduct 
oversight in their respective jurisdictions, to assist in car-
rying out its responsibilities under this clause. The estab-
lishment of an oversight subcommittee does not limit the 
responsibility of a subcommittee with legislative jurisdic-
tion in carrying out its oversight responsibilities. 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00008 Fmt 7633 Sfmt 6969 E:\HR\OC\HR810.XXX HR810



IX 

(c) Each standing committee shall review and study on 
a continuing basis the impact or probable impact of tax 
policies affecting subjects within its jurisdiction as de-
scribed in clauses 1 and 3. 

(d)(1) Not later than February 15 of the first session of 
a Congress, each standing committee shall, in a meeting 
that is open to the public and with a quorum present, 
adopt its oversight plans for that Congress. Such plan 
shall be submitted simultaneously to the Committee on 
Government Reform and to the Committee on House Ad-
ministration. In developing its plan each committee shall, 
to the maximum extent feasible— 

(A) consult with other committees that have jurisdic-
tion over the same or related laws, programs, or agen-
cies within its jurisdiction with the objective of ensur-
ing maximum coordination and cooperation among 
committees when conducting reviews of such laws, 
programs, or agencies and include in its plan an expla-
nation of steps that have been or will be taken to en-
sure such coordination and cooperation; 

(B) review specific problems with Federal rules, reg-
ulations, statutes, and court decisions that are ambig-
uous, arbitrary, or nonsensical, or that impose severe 
financial burdens on individuals; 

(C) give priority consideration to including in its 
plan the review of those laws, programs, or agencies 
operating under permanent budget authority or per-
manent statutory authority; and 

(D) have a view toward ensuring that all significant 
laws, programs, or agencies within its jurisdiction are 
subject to review every 10 years. 

To carry out its work during the 108th Congress, the Committee 
on Ways and Means had six standing Subcommittees, as follows: 

Subcommittee on Trade; 
Subcommittee on Oversight; 
Subcommittee on Health; 
Subcommittee on Social Security; 
Subcommittee on Human Resources; and 
Subcommittee on Select Revenue Measures. 

The membership of the six Subcommittees of the Committee on 
Ways and Means in the 108th Congress is as follows: 

SUBCOMMITTEE ON TRADE 

PHILIP M. CRANE, Illinois, Chairman 
E. CLAY SHAW, JR., Florida 
AMO HOUGHTON, New York 
DAVE CAMP, Michigan 
JIM RAMSTAD, Minnesota 
JENNIFER DUNN, Washington 
WALLY HERGER, California 
PHIL ENGLISH, Pennsylvania 
JIM NUSSLE, Iowa 

SANDER M. LEVIN, Michigan 
CHARLES B. RANGEL, New York 
RICHARD E. NEAL, Massachusetts 
WILLIAM J. JEFFERSON, Louisiana 
XAVIER BECERRA, California 
JOHN S. TANNER, Tennessee 
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SUBCOMMITTEE ON OVERSIGHT 

AMO HOUGHTON, New York, Chairman 
ROB PORTMAN, Ohio 
JERRY WELLER, Illinois 
SCOTT MCINNIS, Colorado 
MARK FOLEY, Florida 
SAM JOHNSON, Texas 
PAUL RYAN, Wisconsin 
ERIC CANTOR, Virginia 

EARL POMEROY, North Dakota 
GERALD D. KLECZKA, Wisconsin 
MICHAEL R. MCNULTY, New York 
JOHN S. TANNER, Tennessee 
MAX SANDLIN, Texas 

SUBCOMMITTEE ON HEALTH 

NANCY L. JOHNSON, Connecticut, Chairman 
JIM MCCRERY, Louisiana 
PHILIP M. CRANE, Illinois 
SAM JOHNSON, Texas 
DAVE CAMP, Michigan 
JIM RAMSTAD, Minnesota 
PHIL ENGLISH, Pennsylvania 
JENNIFER DUNN, Washington 

FORTNEY PETE STARK, California 
GERALD D. KLECZKA, Wisconsin 
JOHN LEWIS, Georgia 
JIM MCDERMOTT, Washington 
LLOYD DOGGETT, Texas 

SUBCOMMITTEE ON SOCIAL SECURITY 

E. CLAY SHAW, JR., Florida, Chairman 
SAM JOHNSON, Texas 
MAC COLLINS, Georgia 
J.D. HAYWORTH, Arizona 
KENNY C. HULSHOF, Missouri 
RON LEWIS, Georgia 
KEVIN BRADY, Texas 
PAUL RYAN, Wisconsin 

ROBERT T. MATSUI, California 
BENJAMIN L. CARDIN, Maryland 
EARL POMEROY, North Dakota 
XAVIER BECERRA, California 
STEPHANIE TUBBS JONES, Ohio 

SUBCOMMITTEE ON HUMAN RESOURCES 

WALLY HERGER, California, Chairman 
NANCY L. JOHNSON, Connecticut 
SCOTT MCINNIS, Colorado 
JIM MCCRERY, Louisiana 
DAVE CAMP, Michigan 
PHIL ENGLISH, Pennsylvania 
RON LEWIS, Georgia 
ERIC CANTOR, Virginia 

BENJAMIN L. CARDIN, Maryland 
FORTNEY PETE STARK, California 
SANDER M. LEVIN, Michigan 
JIM MCDERMOTT, Washington 
CHARLES B. RANGEL, New York 

SUBCOMMITTEE ON SELECT REVENUE MEASURES 

JIM MCCRERY, Louisiana, Chairman 
J.D. HAYWORTH, Arizona 
JERRY WELLER, Illinois 
RON LEWIS, Georgia 
MARK FOLEY, Florida 
KEVIN BRADY, Texas 
PAUL RYAN, Wisconsin 
MAC COLLINS, Georgia 

MICHAEL R. MCNULTY, New York 
WILLIAM J. JEFFERSON, Louisiana 
MAX SANDLIN, Texas 
LLOYD DOGGETT, Texas 
STEPHANIE TUBBS JONES, Ohio 

The Committee on Ways and Means submits its report on its leg-
islative and oversight activities for the 108th Congress pursuant to 
the above stated provisions of the Rules of the House. Section I of 
the report describes the Committee’s legislative activities, divided 
into six sections as follows: Legislative Review of Tax, Trust Fund, 
and Pension Issues; Legislative Review of Trade Issues; Legislative 
Review of Health Issues; Legislative Review of Social Security 
Issues; Legislative Review of Human Resources Issues; and Legis-
lative Review of Debt Issues. 
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Section II of the report describes the Committee’s oversight ac-
tivities. It includes a copy of the Committee’s Oversight Agenda, 
adopted in open session on January 29, 2003, along with a descrip-
tion of actions taken and recommendations made with respect to 
the oversight plan. The report then discusses additional Committee 
oversight activities, and any recommendations or actions taken as 
a result. Finally, the report includes four appendices with Com-
mittee information. Appendix I is an expanded discussion of the Ju-
risdiction of the Committee on Ways and Means along with a re-
vised listing and explanation of blue slip resolutions and points of 
order under House Rule XXI 5(a). Appendix II is a brief Historical 
Note on the origins of the Committee; Appendix III is a Statistical 
Review of the Activities of the Committee on Ways and Means; and 
Appendix IV is a listing of the Chairmen and Membership of the 
Committee from the 1st—108th Congresses. 
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Union Calendar No. 495 
108TH CONGRESS REPORT NO. ! " HOUSE OF REPRESENTATIVES 2d Session 108–810 

REPORT ON THE LEGISLATIVE AND OVERSIGHT ACTIVI-
TIES OF THE COMMITTEE ON WAYS AND MEANS DUR-
ING THE ONE HUNDRED EIGHTH CONGRESS 

JANUARY 3, 2005.—Ordered to be printed 

Mr. THOMAS, from the Committee on Ways and Means, 
submitted the following 

R E P O R T 

I. Legislative Activity Review 

A. LEGISLATIVE REVIEW OF TAX, TRUST FUND, AND PENSION ISSUES 

1. BILLS ENACTED INTO LAW DURING THE 108TH CONGRESS 

a. Jobs and Growth Tax Relief Reconciliation Act of 2003 (P.L. 108– 
27) 

On February 4 and 5, 2003, the Committee held hearings to dis-
cuss the President’s fiscal 2004 budget proposals, including the 
President’s economic growth proposals. On February 27, 2003, 
Chairman Thomas introduced H.R. 2, the ‘‘Jobs and Growth Rec-
onciliation Tax Act of 2003,’’ which contained the President’s eco-
nomic growth proposals. On the same day, Senator Nickles intro-
duced an identical bill, S. 2 in the Senate. 

On March 4, 5, 6, and 11, 2003, the Ways and Means Committee 
held hearings to discuss H.R. 2 and the economic growth proposals 
contained in the President’s Fiscal Year 2004 budget. The Com-
mittee ordered favorably reported H.R. 2, as amended, on May 6, 
2003. The bill, as amended, passed the House on May 9, 2003, by 
a vote of 222–203, and passed the Senate with an amendment on 
May 15, 2003, by a vote of 51–49. The conference report on H.R. 
2 passed the House by a vote of 231–200 vote, and it passed the 
Senate on May 23, 2003, by a vote of 51–50. The bill was signed 
into law by the President on May 28, 2003 (P.L. 108–27). 

The President made the following economic: to accelerate the 
child credit increase to $1,000, provide marriage penalty relief by 
accelerating the 15-percent individual income tax bracket expan-
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sion and standard deduction expansion for married persons filing 
joint returns to twice that of single persons filing individually, ac-
celerate the 10-percent individual tax rate bracket expansion, ac-
celerate the implementation of the 15-percent, 25-percent, 33-per-
cent, and 35-percent regular tax rates, provide individual alter-
native minimum tax relief, increase the amount that small busi-
nesses can deduct under Internal Revenue Code (Code) section 179 
from $25,000 to $75,000, and eliminate the double taxation of cor-
porate earnings by eliminating the tax on certain dividends paid to 
individuals. 

The House-passed bill contained temporary accelerations of the 
President’s individual income tax proposals, increased the amount 
that small businesses can deduct under Code section 179 from 
$25,000 to $100,000 on a temporary basis, replaced the President’s 
dividends proposal with a reduction of the individual dividend and 
capital gains tax rates to 15 percent (5 percent for the lowest two 
individual income tax brackets), added an increase and extension 
of the 30-percent bonus depreciation to 50 percent, and added a 
provision to extend the carryback of net operation losses from 2 to 
5 years. 

The Senate-passed bill contained phased-in and temporary accel-
erations of the President’s individual income tax proposals, the 
President’s Code section 179 expensing proposal, a phased-in 
version of the President’s dividend proposal that expired after three 
years, and over 80 miscellaneous provisions and revenue raisers. 

The bill signed by the President largely adopted the House 
passed bill and is summarized as follows: 

Title I of the Conference Agreement on H.R. 2 increases the 
amount of the child credit from $600 to $1,000 for 2003 and 2004. 
For 2003, the increased amount of the child credit ($400) was deliv-
ered in rebate checks that were mailed to eligible taxpayers during 
the 2003 calendar year to the greatest extent possible. For 2003 
and 2004, the bill provides marriage penalty relief by increasing 
the standard deduction for married taxpayers filing jointly to twice 
that of an individual filing a single return and by increasing the 
size of the 15-percent regular income tax bracket for married tax-
payers filing joint returns to twice that of single taxpayers. The bill 
accelerates scheduled individual income tax rate reductions for 
2003 and 2004 by expanding the 10-percent regular income tax 
bracket for individuals from $6,000 to $7,000 and for married per-
sons from $12,000 to $14,000. The bill also accelerates, to 2003, the 
implementation of the reduced 15-percent, 25-percent, 33-percent 
and 35-percent regular tax rates. Finally, for 2003 and 2004, the 
bill increases the alternative minimum tax exemption amount for 
married taxpayers filing jointly to $58,000, and for single taxpayers 
to $40,250. 

Title II of the bill provides growth incentives for businesses. The 
bill extends the additional 30-percent first year depreciation deduc-
tion provided by the ‘‘Job Creation and Workers Assistance Act of 
2002’’ for one year, through December 31, 2004. The additional 30- 
percent first year depreciation was increased to 50 percent for 
property acquired after May 5, 2003, and before January 1, 2005. 
Additionally, for 2003, 2004, and 2005, the bill increases from 
$25,000 to $100,000 the maximum dollar amount that may be de-
ducted under Code section 179. The bill also doubles the eligible 
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capital expenditures amount from $200,000 to $400,000. Both the 
maximum deduction amount and the capital expenditure threshold 
are indexed for inflation. 

Title III of the bill, for taxable years after 2002 and before 2009, 
reduces the 10-percent and 20-percent tax rates on capital gains to 
5 and 15 percent, respectively. The 5-percent rate is reduced to 
zero in 2008. For taxable years after 2002 and before 2009, divi-
dends received by individuals are taxed at the new capital gains 
rates of 5 (zero in 2008) and 15 percent. The lower capital gains 
and dividend tax rates apply to both regular tax and alternative 
minimum tax (AMT). 

Title IV of the Act provides relief to the states by establishing 
a temporary fund to provide $10 billion divided among the states 
to be used for essential government services, and $10 billion for 
Medicaid. 

Title V of the Act provides that 25 percent of the estimated cor-
porate tax payments that were due on September 15, 2003, are not 
required to be paid before October 1, 2003. 

b. Surface Transportation Extension Act of 2003 (P.L. 108–88) 
Representative Don Young introduced H.R. 3087, the ‘‘Surface 

Transportation Extension Act of 2003,’’ on September 16, 2003. On 
September 24, 2003, the House passed the bill, as amended, under 
suspension of the rules. On September 26, 2003, the Senate passed 
H.R. 3087, without amendment, by unanimous consent. The Presi-
dent signed the bill into law on September 30, 2003 (P.L. 108–88). 

The bill included an extension of highway, highway safety, motor 
carrier safety, transit, and other programs funded out of the High-
way Trust Fund pending enactment of a law reauthorizing the 
Transportation Equity Act for the 21st Century (TEA–21). Al-
though it is a transportation bill, there are two tax-related provi-
sions in the bill. The bill extends funding for projects to curb high-
way-use tax evasion until March 1, 2004. The bill also extends au-
thorization of the use of the Highway Trust Fund, the Mass Tran-
sit Account (a separate account in the Highway Trust Fund), and 
the Aquatic Resources Trust Fund for obligations under TEA–21 
before March 1, 2004. 

c. Military Family Tax Relief Act of 2003 (P.L. 108–121) 
Chairman Thomas introduced H.R. 878, the ‘‘Armed Forces Tax 

Fairness Act of 2003,’’ on February 25, 2003. The bill was favorably 
reported by the Committee, by voice vote on February 27, 2003. On 
March 18, 2003, Chairman Thomas introduced H.R. 1307, which 
included provisions similar to those found in H.R. 878. The bill 
passed the House under suspension of the rules on March 20, 2003. 
On April 8, 2003, Chairman Thomas introduced H.R. 1664, which 
included many provisions from H.R. 878 and H.R. 1307. H.R. 1664 
passed the House under suspension of the rules by voice vote on 
April 9, 2003. Representative Renzi introduced H.R. 3365 on Octo-
ber 21, 2003. H.R. 3365 contained many of the provisions from H.R. 
878 and H.R. 1664. H.R. 3365 was passed by the House under sus-
pension of the rules by a vote of 413–0. The Senate passed the bill 
by unanimous consent on November 3, 2003. The President signed 
the bill into law on November 11, 2003 (P.L. 108–121). 
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H.R. 3365, the ‘‘Military Family Tax Relief Act of 2003,’’ provides 
tax benefits for military personnel and their families. Under 
present law, individual taxpayers may exclude up to $250,000 
($500,000 in the case of joint return filers) of the capital gain on 
the sale or exchange of a principal residence. The taxpayer must 
have owned and used the residence as a principal residence for at 
least two of the five years ending on the sale or exchange. The bill 
allows taxpayers in the uniformed services or the Foreign Service 
of the United States to expand the five-year ownership test period 
to ten years. 

The bill increases the amount of certain death gratuity payments 
under Title 10 of the United States Code to $12,000, and it pro-
vides for an exclusion from gross income for such death gratuity 
payments up to $12,000. Another exemption from gross income is 
provided for amounts received from the Department of Defense 
Homeowners Assistance Program. The bill expands combat zone fil-
ing rules for contingency payments and modifies membership re-
quirements for the tax exemption of certain veterans’ organiza-
tions. The bill clarifies that members of the uniformed services may 
exclude from gross income, as a qualified military benefit, depend-
ent-care assistance provided under a dependent-care assistance 
program. 

Under present law, the earnings portion of a distribution from an 
education savings account or a qualified tuition program that is in-
cludable in income is generally subject to an additional 10 percent 
tax. Under the bill, this additional tax does not apply to distribu-
tions made as a result of the attendance of the beneficiary at the 
United States Military Academy, the United States Naval Acad-
emy, the United States Coast Guard Academy, the United States 
Air Force Academy, or the United States Merchant Marine Acad-
emy. 

H.R. 3365 suspends the tax-exempt status of an organization 
that is exempt under Code section 501(a) for any period in which 
the organization is designated or identified by U.S. Federal au-
thorities as a terrorist organization or supporter of terrorism. The 
bill also allows a deduction from gross income for overnight travel 
expenses of National Guard and Military Reserve members. The 
bill extends income tax relief, the exclusion of death benefits and 
estate tax relief to astronauts who lose their lives on a space mis-
sion. Finally, the bill extends customs user fees through March 1, 
2005. 

d. Medicare Prescription Drug, Improvement, and Modernization 
Act of 2003 (P.L. 108–173) 

H.R. 1, the ‘‘Medicare Prescription Drug, Improvement, and Mod-
ernization Act of 2003’’ was signed by the President on December 
8, 2003 (P.L. 108–173). The bill focused on the Medicare program. 
However Title XII of the bill did contain a few tax provisions to 
provide health savings incentives. (H.R. 1 is discussed in further 
detail below in Section C: Legislative Review of Health Issues.) 

Title XII of H.R. 1 provides for the creation of Health Savings Ac-
counts. Health Savings Accounts allow individual taxpayers to set 
up accounts, similar to individual retirement arrangements, from 
which medical expenses on behalf of the taxpayer and their spouse 
and dependents may be paid. The bill also adds special subsidy 
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payments to the list of income sources that are excluded from in-
come. Finally, the bill provides an exception to information report-
ing requirements for flexible spending arrangements and health re-
imbursement arrangements that are treated as employer-provided 
coverage. 

e. Vision 100—Century of Aviation Reauthorization Act (P.L. 108– 
176) 

Representative Don Young introduced H.R. 2115, the ‘‘Vision 
100—Century of Aviation Reauthorization Act,’’ on May 15, 2003. 
The bill passed the House by vote of 418–8 on June 11, 2003. The 
version passed by the House included an extension of expenditure 
authority from the Airport and Airway Trust Fund. The Senate 
passed H.R. 2115 with an amendment by a vote of 94–0. The con-
ference report to accompany H.R. 2115 passed the House on Octo-
ber 30, 2003, by vote of 211–207, and it passed the Senate by unan-
imous consent on November 21, 2003. The President signed the bill 
into law on December 12, 2003 (P.L. 108–176). 

Title IX of H.R. 2115 extended expenditure authority from the 
Airport and Airway Trust Fund from October 1, 2003, to October 
1, 2007. With respect to the airline ticket tax, which is indexed for 
inflation, the bill clarifies that for amounts paid for transportation 
before the beginning of the year in which the transportation is to 
occur, the rate of tax is the rate in effect for the calendar year in 
which the amount is paid. 

f. Social Security Protection Act of 2003 (P.L 108–203) 
H.R. 743, the ‘‘Social Security Protection Act of 2003,’’ was intro-

duced by Representative Clay Shaw on February 12, 2003. A mo-
tion to suspend the rules and pass the bill failed on March 5, 2003. 
H.R. 743, as amended, was reported favorably out of the Com-
mittee on March 13, 2003. The bill passed the House on April 2, 
2003, and it passed the Senate on December 9, 2003. The bill was 
signed into law by the President on March 2, 2004 (P.L. 108–203). 

H.R. 743 clarifies that self-employment income of an individual 
shall be exempt from Federal Insurance Contribution Act (FICA) 
and Self-employment Contributions Act (SECA) to the extent that 
such self-employment income is subject exclusively to the laws ap-
plicable to the social security system of a foreign county in cases 
covered by an agreement with such country. The only other tax-re-
lated provisions of the bill make technical corrections to outdated 
references in the Code. This bill is described in greater detail in the 
Social Security section of this report. 

g. Surface Transportation Extension Act of 2004 (P.L. 108–202) 
Representative Don Young introduced H.R. 3850, the ‘‘Surface 

Transportation Extension Act of 2004,’’ on February 26, 2004. The 
same day, the House passed the bill without objection. The Senate 
passed H.R. 3850 without amendment by unanimous consent the 
next day. The President signed the bill into law on February 29, 
2004 (P.L. 108–202). 

The bill provides an extension of highway, highway safety, motor 
carrier safety, transit, and other programs funded out of the High-
way Trust Fund pending enactment of a law reauthorizing the 
Transportation Equity Act for the 21st Century (TEA–21). There 
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are two tax-related provisions in the bill. The bill extends funding 
for expenditures to curb highway use tax evasion until May 1, 
2004. The bill also extends authorization of the use of the Highway 
Trust Fund, the Mass Transit Account, and the Aquatic Resources 
Trust Fund for obligations under TEA–21 before May 1, 2004. 

h. Pension Funding Equity Act of 2004 (P.L. 108–218) 
Representative John Boehner introduced H.R. 3108, the ‘‘Pension 

Funding Equity Act of 2003,’’ on September 17, 2003. The bill in-
cluded provisions similar to those contained in (1) H.R. 1776, which 
was approved by the Committee on July 18, 2003, and (2) H.R. 
3521, which passed the House on November 20, 2003. H.R. 3108 
passed the House on October 8, 2003. The conference report was 
agreed to by the House on April 2, 2004, and by the Senate on 
April 8, 2004. The bill was signed by the President on April 10, 
2004 (P.L. 108–218). 

The bill amends the Internal Revenue Code and the Employee 
Retirement Income Security Act of 1974 (ERISA) to temporarily re-
place the 30-year Treasury rate with a more accurate interest rate 
based on conservatively invested long-term corporate bonds. The 
temporary replacement of the 30-year Treasury rate is put in place 
for two years to give Congress time to find a permanent replace-
ment in the context of comprehensive funding reform. 

Under prior law, employers were required to use the interest rate 
on 30-year Treasury securities to calculate their current liability 
for pension funding and deduction purposes and in determining 
variable premium payments to the Pension Benefit Guaranty Cor-
poration (PBGC). The rate on these securities had fallen dramati-
cally after they were discontinued in 2001. Use of the artificially 
low rates made pension plans appear underfunded, requiring com-
panies to make inflated pension contributions and PBGC premium 
payments. 

The bill also requires multi-employer plans to provide annual 
funding notices to participants, union representatives, and the 
PBGC informing them of the plan’s financial status, the rules gov-
erning insolvent plans, and a description of the benefits guaranteed 
by the PBGC and the limits on such guarantees. 

In addition, the bill provides funding relief for single- and multi- 
employer pension plans. The bill allows alternative deficit reduc-
tion contributions for airlines, steel companies, and a certain 
501(c)(5) pension plan. It provides a 2-year extension of transitional 
funding rules for an interstate bus company. It allows certain 
multi-employer pension plans to defer for up to two years a portion 
(up to 80 percent) of certain charges that would otherwise be made 
to the funding standard account in order to amortize net operating 
losses for 2002. 

In addition, H.R. 3108 permanently repealed Code section 809 re-
lating to the taxation of mutual life insurance companies. It ex-
tended for five years the ability to transfer excess pension assets 
from a defined benefit pension plan to retiree health accounts. It 
modified the definition of insurance company for property and cas-
ualty insurance company rules. Finally, it modified the require-
ments for a property and casualty insurance company to be eligible 
for tax-exempt status under Code section 501(c)(15). 
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i. Surface Transportation Extension Act of 2004, Part II (P.L. 108– 
224) 

On April 27, 2004, Representative Thomas Petri introduced H.R. 
4219, the ‘‘Surface Transportation Extension Act of 2004, Part II.’’ 
The next day, the House passed the bill on a motion to suspend the 
rules by a vote of 410–0. The Senate passed H.R. 4219, without 
amendment, by unanimous consent on April 29, 2004. The Presi-
dent signed the bill into law on April 30, 2004 (P.L. 108–224). 

The bill provides an extension of highway, highway safety, motor 
carrier safety, transit, and other programs funded out of the High-
way Trust Fund pending enactment of a law reauthorizing the 
Transportation Equity Act of the 21st Century (TEA–21). There are 
two tax related provisions in the bill. The bill extends funding for 
expenditures to curb highway use tax evasion until July 1, 2004. 
The bill also extends authorization of the use of the Highway Trust 
Fund, the Mass Transit Account, and the Aquatic Resources Trust 
Fund for obligations under TEA–21 before July 1, 2004. 

j. Surface Transportation Extension Act of 2004, Part III (P.L. 108– 
263) 

On June 22, 2004, Representative Don Young introduced H.R. 
4635, the ‘‘Surface Transportation Extension Act of 2004, Part III.’’ 
The next day, the House passed the bill under suspension of the 
rules by a vote of 418–0, and the Senate passed it, without amend-
ment, by unanimous consent. The President signed the bill into law 
on June 30, 2004 (P.L. 108–263). 

The bill provides an extension of highway, highway safety, motor 
carrier safety, transit, and other programs funded out of the High-
way Trust Fund pending enactment of a law reauthorizing the 
Transportation Equity Act of the 21st Century (TEA–21). There are 
two tax-related provisions in the bill. The bill extends funding for 
expenditures to curb highway use tax evasion until August 1, 2004. 
The bill also extends authorization of the use of the Highway Trust 
Fund, the Mass Transit Account, and the Aquatic Resources Trust 
Fund for obligations under TEA–21 before August 1, 2004. 

k. Surface Transportation Extension Act of 2004, Part IV (P.L. 108– 
280) 

On July 22, 2004, Representative Don Young introduced H.R. 
4916, the ‘‘Surface Transportation Extension Act of 2004, Part IV.’’ 
The same day, the House passed the bill, without objection, and the 
Senate passed it, without amendment, by unanimous consent. The 
President signed the bill into law on July 30, 2004 (P.L. 108–280). 

The bill provides an extension of highway, highway safety, motor 
carrier safety, transit, and other programs funded out of the High-
way Trust Fund pending enactment of a law reauthorizing the 
Transportation Equity Act of the 21st Century (TEA–21). There are 
two tax-related provisions in the bill. The bill extends funding for 
expenditures to curb highway use tax evasion until October 1, 
2004. Also, the bill extends authorization of the use of the Highway 
Trust Fund, the Mass Transit Account, and the Aquatic Resources 
Trust Fund for obligations under TEA–21 before October 1, 2004. 
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l. Surface Transportation Extension Acts of 2004, Part V (P.L. 108– 
310) 

On September 29, 2004, Representative Don Young introduced 
H.R. 5183, the ‘‘Surface Transportation Extension Acts of 2004, 
Part V.’’ The next day, the House passed the bill by a vote of 409– 
8, and the Senate passed H.R. 5183, without amendment, by unan-
imous consent. The President signed the bill into law on September 
30, 2004 (P.L. 108–310). 

The bill provides an extension of highway, highway safety, motor 
carrier safety, transit, and other programs funded out of the High-
way Trust Fund pending enactment of a law reauthorizing the 
Transportation Equity Act of the 21st Century (TEA–21). There are 
two tax-related provisions in the bill. The bill extends funding for 
expenditures to curb highway use tax evasion until June 1, 2005. 
The bill also extends authorization of the use of the Highway Trust 
Fund, the Mass Transit Account, and the Aquatic Resources Trust 
Fund for obligations under TEA–21 before June 1, 2005. 

m. Working Families Tax Relief Act of 2004 (P.L. 108–311) 
On March 18, 2003, Chairman Thomas introduced H.R. 1308, the 

‘‘Working Families Tax Relief Act of 2004,’’ and the next day the 
bill passed the House by voice vote on a motion to suspend the 
rules. The Senate passed the bill, as amended, on June 5, 2003, by 
voice vote. In the House, 20 motions to instruct conferees were of-
fered. One was passed, 18 failed, and 1 was vitiated when the con-
ference report was filed. The conference report was passed by the 
House on September 23, 2004, by a vote of 339–65 and by the Sen-
ate by a vote of 92–3. The bill was signed into law by the President 
on October 4, 2004 (P.L. 108–311). 

The conference agreement for H.R. 1308, the ‘‘Working Families 
Tax Relief Act of 2004,’’ included provisions similar to those con-
tained in H.R. 4359, the ‘‘Child Credit Preservation and Expan-
sions Act of 2004,’’ introduced by Representative Porter; H.R. 4275, 
a bill that would permanently extend the 10-percent individual in-
come tax bracket introduced by Representative Sessions; and H.R. 
4227, the ‘‘Middle-Class Alternative Minimum Tax Relief Act of 
2004,’’ introduced by Representative Simmons. The House passed 
all of these bills in May 2004. 

The conference agreement contained titles addressing the exten-
sion of family tax provisions, the uniform definition of a child, ex-
tensions of certain expiring provisions, and tax technical correc-
tions. 

The family tax provisions title of the bill increases the child cred-
it to $1,000 for taxable years 2005 through 2009. In doing so, H.R. 
1308 ensures that the child credit stays at the $1,000 level through 
2010. The bill increases the basic standard deduction for married 
couples filing a joint return to an amount twice that for single fil-
ers effective for taxable years 2005 through 2008. As such, the 
standard deduction for married couples will remain twice that of 
single taxpayers through 2010. The bill increases the size of the 15- 
percent tax bracket for married couples filing a joint return to 
twice the size of the 15-percent bracket for single taxpayers for tax-
able years 2005 through 2007. As such, the 15-percent bracket for 
married couples will remain twice the size of that for single tax-
payers through 2010. The bill also expands the size of the 10-per-
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cent bracket through tax year 2010. The child credit is refundable 
by an amount equal to a given percentage of earned income in ex-
cess of $10,750 (as indexed). The child credit refundability percent-
age was 10 percent and was scheduled to increase to 15 percent in 
2005. The bill accelerates this increase of the percentage to 15 per-
cent for tax year 2004 instead of 2005. In addition, taxpayers may 
elect to include all of their combat pay, which is otherwise excluded 
from income and not subject to tax, in the calculation of earned in-
come for purposes of the refundability portion of the child credit. 

Title II of the conference version of H.R. 1308 contains a provi-
sion to establish a more uniform definition of a child that was in-
cluded in the Senate-passed version of H.R. 1308. The provision ad-
dresses the various definitions of a child and other dependents for 
purposes of determining eligibility for the dependency exemption, 
the child credit, the earned income credit, the dependent care cred-
it, and the head of household filing status. The separate criteria for 
determining eligibility included the relationship the child or de-
pendent bears to the taxpayer, whether the child or dependent 
lives with the taxpayer, whether the child or dependent provides 
for their own support, and the age of the child. A child or depend-
ent that qualified the taxpayer to claim one benefit did not nec-
essarily allow the same child or dependent to be claimed by the 
taxpayer for another benefit. H.R. 1308 mitigates this situation. 

As a result of H.R. 1308, in general the taxpayer may claim a 
qualified child if the child satisfies four tests: (1) the child lives in 
the same residence with the taxpayer for at least one-half of the 
taxable year; (2) the child has a specified relationship with the tax-
payer (e.g. son, daughter, grandchild, etc.); (3) the child does not 
provide over one-half of their own support; and (4) the child has 
not attained a certain age. 

The age test still varies with each benefit. In general, a child 
must not have attained the age of 19 by the end of the taxable year 
(or 24 in the case of a full-time student). For purposes of the child 
credit, the child must not have attained the age of 17, and for the 
dependent care credit, the child must be under the age of 13. No 
age limit applies to children who are totally and permanently dis-
abled (except in the case of the child credit). The support test does 
not apply in the case of the earned income credit. A legally adopted 
child or a child who has been legally placed with the taxpayer by 
an authorized placement agency for adoption by the taxpayer satis-
fies the relationship test. 

Title II of H.R. 1308 specifies that a dependent may be a quali-
fying child as defined above, or a qualifying relative. In general, as 
long as a taxpayer provides over one-half of the support for the rel-
ative, and the relative does not have gross income in excess of the 
dependency exemption amount, the taxpayer may be eligible to 
claim the relative as a dependent. An individual may not be treat-
ed as a dependent of any taxpayer if such individual has filed a 
joint return with the individual’s spouse for the taxable year. A de-
pendent must be an individual who is a U.S. citizen or national, 
or a resident of the United States, Canada or Mexico. This rule 
does not apply to adopted children as long as the adopted child 
lives in the same residence with the taxpayer as a member of the 
taxpayer’s household, and the taxpayer is a citizen or a national of 
the United States. 
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Title III of the bill extends many expired and expiring provisions. 
Similar extensions were included in H.R. 3521, which previously 
passed the House under suspension of the rules by voice vote, and 
in the House-passed version of H.R. 4520 (discussed below). H.R. 
1308 generally extends the following provisions through December 
31, 2005, without modification: the credit for increasing research 
activities; parity in the application of certain limits to mental 
health benefits; the work opportunity tax credit; the welfare-to- 
work credit; the credit to holders of qualified zone academy bonds; 
the cover over of the excise tax on distilled spirits to Puerto Rico 
and the Virgin Islands; the enhanced deduction for qualified com-
puter donations; the exclusion of certain expenses of elementary 
and secondary school teachers from gross income; authority to issue 
New York Liberty Zone bonds (extended through December 31, 
2009); tax incentives for investment in the District of Columbia; ex-
pensing of environmental remediation costs in connection with the 
abatement or control of hazardous substances at qualified sites; au-
thority for any State to participate in a combined Federal and 
State employment tax reporting program; the allowance for non-
refundable personal credits to be applied against the alternative 
minimum tax; the credit for electricity produced from certain re-
newable resources; the suspension of the 100-percent net income 
limitation on percentage depletion in the case of oil and gas from 
marginal wells; the Indian employment credit; accelerated depre-
ciation for business property on Indian reservations; the disclosure 
of return information related to carrying out income-contingent re-
payment of student loans; the credit for qualified electric vehicles; 
the deduction for qualified clean-fuel vehicle property; disclosure 
authority relating to terrorist activities; the availability of Archer 
medical savings accounts; and the joint review of the strategic 
plans and budget for the IRS. 

Finally, Title IV of H.R. 1308 contained a number of technical 
corrections to prior tax legislation. 

n. Ronald W. Reagan National Defense Authorization Act for Fiscal 
Year 2005 (P.L. 108–375) 

Representative Hunter introduced H.R. 4200, the ‘‘Ronald W. 
Reagan National Defense Authorization Act for Fiscal Year 2005,’’ 
on April 22, 2004, to authorize appropriations for military activi-
ties, military construction, defense activities, and for other 
purposed. The Committee on Armed Services favorably reported an 
amended version of the bill on May 13, 2004. H.R. 4200 passed the 
House on May 20, 2004. The Senate passed its defense authoriza-
tion bill, S. 2400, on June 23, 2004, and the conference agreement 
was passed on October 9, 2004. H.R. 4200 was signed by the Presi-
dent on October 28, 2004 (P.L. 108–375). 

The bill, as passed by the House, contained a provision granting 
the Department of Defense authority to accept donations of fre-
quent flier miles to facilitate rest and recuperation travel of de-
ployed members and their families. The Senate included a similar 
provision in S. 2400. This provision, creating the ‘‘Operation Hero 
Miles’’ program, would clarify that any such donation would not be 
treated as income to the recipient, and would not be treated as a 
deductible contribution by the donor. The conference version of 
H.R. 4200 included an amended version of ‘‘Operation Hero Miles.’’ 
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In this final version, the bill did clarify that any such donation 
would not be included in the gross income of the recipient, but the 
bill remained silent on the deductibility of the donation for the 
donee. 

o. American Jobs Creation Act of 2004 (P.L. 108–357) 
On October 22, 2004, the President signed the ‘‘American Jobs 

Creation Act of 2004’’ into law (P.L. 108–357). The law removes up 
to $4 billion of annual trade sanctions against U.S. exports to the 
European Union, reduces taxes on U.S. manufacturing income, 
modernizes and makes competitive the U.S. taxation of global in-
come, provides various tax reductions for small businesses and 
other job creators, provides a Federal tax deduction for State and 
local sales taxes, repeals the tobacco quota program, and shuts 
down individual and corporate tax abuses. The history of the legis-
lation is summarized below. 

I. Hearings (107th Congress) 
On February 27, 2002, the Ways and Means Committee held a 

hearing to examine the January 14, 2002, decision of the World 
Trade Organization (WTO) that the Extraterritorial Income (ETI) 
regime is a prohibited export subsidy. Subsequently, the Sub-
committee on Select Revenue Measures held hearings on April 10, 
May 9, and June 13, 2002, to examine possible legislative solutions 
to bring the tax code into compliance with the WTO’s decision. The 
Subcommittee examined: (1) whether adjustments could be made to 
the existing ETI regime to bring it into compliance, (2) whether 
fundamental reform of the current corporate tax system is a viable 
alternative to the ETI regime, and (3) proposals to modify the tax 
code to promote the competitiveness of U.S. companies while meet-
ing international obligations under the WTO. 

II. The American Competitiveness and Corporate Account-
ability Act of 2002 (H.R. 5095, 107th Congress) 

On July 11, 2002, Chairman Thomas introduced H.R. 5095, the 
‘‘American Competitiveness and Corporate Accountability Act of 
2002.’’ The bill would have repealed the ETI regime and prevented 
the imposition of sanctions against U.S. exports to the European 
Union, improved and simplified the U.S. international tax system, 
increased the competitiveness of U.S. companies, and shut down in-
dividual and corporate tax abuses. 

III. The American Jobs Creation Act of 2003 (H.R. 2896) 
On July 25, 2003, Chairman Thomas introduced H.R. 2896, the 

‘‘American Jobs Creation Act of 2003.’’ On October 28, 2003, the 
bill, as amended, was ordered favorably reported by the Committee 
by a vote of 24–15. The bill, as amended, would have repealed the 
extraterritorial income tax regime and would have provided manu-
facturing and international tax relief to ensure the competitiveness 
of U.S. businesses and their workers. 

In particular, the bill, as amended, would have reduced the cor-
porate tax rate on U.S. manufacturing and production income from 
35 percent to 32 percent, cut to 32 percent the top corporate tax 
rate for all corporations with less than $20 million of annual tax-
able income, extended the Code section 179 small business expens-
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ing relief contained in the ‘‘Jobs and Growth Tax Relief Reconcili-
ation Act of 2003’’ (P.L. 108–27) for an additional two years, re-
duced the depreciable lives of leasehold and restaurant improve-
ments from 39 years to 15 years, provided significant corporate al-
ternative minimum tax (AMT) relief, including removing the provi-
sion that limits the use of net operating losses and foreign tax cred-
its against AMT and increasing the size of small businesses exempt 
from corporate AMT from $7.5 million to $20 million of gross re-
ceipts, and reformed and simplified the tax treatment of sub-
chapter S corporations. 

The bill also would have simplified and made competitive the 
U.S. international tax rules that currently place U.S. companies 
and their workers at a substantial competitive disadvantage when 
attempting to compete in global markets. In particular, the bill 
would have reformed the interest allocation rules, reduced the 
number of foreign tax credit baskets from nine to two, reformed the 
overall domestic loss rules, treated the European Union as one 
country for purposes of the foreign base company sales and services 
rules, provided look-through treatment for payments between con-
trolled foreign corporations, repealed the anti-deferral foreign ship-
ping income rules, and reformed and simplified various other un-
competitive international tax provisions. 

Finally, the bill would have adopted the President’s tax shelter 
proposals that require increased disclosure of potentially abusive 
transactions and imposed increased penalties for those that enter 
into abusive transactions, tightened the individual and corporate 
expatriation rules (including tightening the rules that provide an 
advantage to foreign companies operating in the United States 
through the excessive use of deductible debt payments to their for-
eign parents), protected employee benefits by tightening the de-
ferred compensation rules, shut down various tax avoidance 
schemes, and extended customs user fees. 

IV. The American Jobs Creation Act of 2004 (H.R. 4520) 
On June 4, 2004, Chairman Thomas introduced H.R. 4520, the 

‘‘American Jobs Creation Act of 2004.’’ On June 14, 2004, the bill, 
as amended, was ordered favorably reported by the Committee by 
a vote of 27–9. The bill passed the House on June 17, 2004, by a 
vote of 251–178. The Senate passed the bill, as amended, by voice 
vote on July 15, 2004. The conference report passed the House on 
October 7, 2004, by a vote of 280–141 and passed the Senate on 
October 11, 2004, by a vote of 69–17. The bill was signed into law 
by the President on October 22, 2004 (P.L. 108–357). 

a. The House bill 
The House bill contained seven titles which are summarized 

below: 

Title I. Repeal ETI and cut corporate tax rates on domestic 
manufacturing and small businesses. 

This section: (1) repealed ETI with a two year phase-out ending 
on December 31, 2006, and grandfathered binding contracts en-
tered into prior to and in existence on January 14, 2002; (2) re-
duced the top corporate tax rate from 35 percent to 32 percent on 
broadly-defined U.S. manufacturing activity that includes property 
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manufactured, produced, grown, or extracted in the United States, 
software, architectural and engineering services, movie production, 
and construction; and (3) reduced the top corporate rate on all busi-
nesses with less than $20 million of taxable income to 32 percent. 

Title II. Other incentives for manufacturers, small busi-
nesses and farmers. 

This section: (1) extended for two years (through 2007) the en-
hanced Code section 179 expensing so that small businesses can 
immediately expense up to $100,000 (indexed for inflation) of new 
capital investments; (2) reduced the depreciable lives of restaurant 
and leasehold improvements from 39 years to 15 years; (3) provided 
11 reforms and simplifications to the taxation of S corporations; (4) 
reduced the negative impact of the corporate AMT by repealing the 
90-percent limitation on the use of foreign tax credits against AMT, 
removing more small-sized and medium-sized business from the 
corporate AMT by increasing the AMT exemption from $7.5 million 
of gross receipts to $20 million of gross receipts, and providing that 
farmers that use the income-averaging method are not improperly 
subject to the AMT; (5) clarified that incentive stock options and 
employee stock purchase plans are excluded from wages; (6) pro-
vided that companies can, for a one-year period, bring back to the 
United States foreign earnings at a reduced 5.25-percent tax rate; 
and (7) included 16 additional provisions to cut tax liabilities and 
provide incentives to small businesses. 

Title III. Tax reform and simplification for U.S. businesses. 
This section included 16 provisions to simplify and make com-

petitive the tax rules that apply to U.S. businesses operating in 
global markets. In particular, the bill reformed the interest alloca-
tion rules, reduced the number of foreign tax credit baskets from 
nine to two, reformed the overall domestic loss rules, provided look- 
through treatment for payments between controlled foreign cor-
porations, repealed the anti-deferral foreign shipping income rules, 
and reformed and simplified various other uncompetitive inter-
national tax provisions. 

Title IV. Extension of expiring provisions. 
This section extends, generally, 22 expired tax provisions includ-

ing, the research and development tax credit, the work opportunity 
and welfare-to-work tax credits, and the allowance of nonrefund-
able personal credits against the regular and alternative minimum 
tax liability. 

Title V. Deduction for State and local sales taxes. 
This section contains a temporary two-year provision that allows 

taxpayers an election to deduct State and local sales taxes against 
their Federal income tax instead of taking a deduction for State 
and local income taxes. 

Title VI. Revenue provisions. 
This section contains numerous revenue raising provisions that 

crack down on individual and corporate tax abuses or, otherwise, 
raise revenue. Some of the major provisions include: (1) provisions 
to stop corporate and individual expatriation; (2) provisions to stop 
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individual and corporate tax shelters by requiring increased disclo-
sure of certain transactions and by increasing penalties for enter-
ing into or not reporting certain potentially abusive transactions; 
(3) provisions to shut down tax abuses outlined in the Joint Com-
mittee on Taxation Report of Investigation of Enron Corporation 
and Related Entities Regarding Federal Tax and Compensation 
Issues, and Policy Recommendations; (4) provisions to shut down 
abusive leasing transactions involving tax-exempt entities; (5) pro-
visions to cut down on fuel tax evasion; (6) provisions to clarify the 
tax treatment of non-qualified deferred compensation plans; and (7) 
various other provisions, including the extension of IRS and Cus-
toms user fees, provisions to shut down charitable contribution 
abuses, and a provision to allow for the private collection of Federal 
tax debts. 

Title VII. Market reform for tobacco growers. 
This section would terminate the tobacco quota program and pro-

vide a buyout for active tobacco producers and quota holders. 

Title VIII. Trade provisions. 
This section temporarily would suspend the duty on ceiling fans 

and nuclear steam generators. 

b. Conference Report for the American Jobs Creation Act of 2004 
(H.R. 4520) 

As outlined below, the Conference Report produced a revenue 
neutral bill that largely adopted the House bill with some modifica-
tions. 

Title I. Repeal ETI and cut corporate tax rates on domestic 
manufacturing. 

The Conference report: (1) adopts the House provision that re-
peals ETI with a two year phase-out ending on December 31, 2006, 
and grandfathers binding contracts entered into prior to and in ex-
istence on September 18, 2003, and (2) adopts the House’s broad 
definition of U.S. manufacturing and adopts the Senate’s structure 
of delivering roughly a three-percent tax rate cut through the 
mechanism of a phased-in nine-percent deduction on manufac-
turing income that applies to C corporations, S corporations, co-
operatives, sole proprietorships, partnerships, estates and trusts, 
and limited liability companies. The Senate provision that limits 
the deduction to no more than 50 percent of W–2 wages also was 
adopted. Finally, a provision was adopted to ensure that businesses 
received the full benefit of the manufacturing deduction by pro-
viding that the manufacturing deduction was not recaptured by the 
AMT. 

Title II. Other incentives for manufacturers, small busi-
nesses and farmers. 

The Conference report adopts most of the House incentive provi-
sions, such as, (1) extending for two years (through 2007) the en-
hanced Code section 179 expensing so that small business can im-
mediately expense up to $100,000 (indexed for inflation) of new 
capital investments; (2) reducing the depreciable period for res-
taurant and leasehold improvements from 39 years to 15 years for 
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property placed in service after October 22, 2004, and before Janu-
ary 1, 2006; (3) including ten provisions that simplify the tax treat-
ment of S corporations and make it easier for businesses to qualify 
as S corporations; (4) reducing the negative impact of the AMT by 
repealing the 90 percent limitation on the use of foreign tax credits 
against AMT and providing that farmers and fisherman that use 
the income-averaging method are not improperly subject to the 
AMT; (5) clarifying that incentive stock options and employee stock 
purchase plans are excluded from wages; and (6) adopting a slight-
ly modified version of the House repatriation provision that permits 
companies, for a one-year period, to bring back to the United States 
foreign earnings at a reduced 5.25-percent tax rate. 

The Conference Report also includes numerous additional provi-
sions contained in the House and/or Senate bills to cut taxes and 
provide incentives to small businesses, energy producers, and agri-
culture. Some of the provisions include: phasing out the 4.3-cent 
fuel excise tax on railroads and barges; reforming the movie income 
forecast accounting method for films and allowing taxpayers to im-
mediately deduct up to $15 million of costs incurred for domestic 
film and television production (up to $20 million if the expenses are 
incurred in certain distressed areas); providing a 50-percent tax 
credit for railroad track maintenance (through 2007); suspending 
(through 2008) the special occupational tax; allowing taxpayers to 
pay tax on their international shipping income on a tonnage basis; 
extending ethanol subsidies (the Volumetric Ethanol Excise Tax 
Credit (VEETC)) through 2010; creating new biodiesel tax sub-
sidies through 2006; increasing the reinvestment period for live-
stock sold as a result of drought from two years to four years; pro-
viding capital gains treatment on the outright sale of timber by a 
landowner; allowing distributions from publicly-traded partner-
ships to be treated as qualified income for mutual funds; providing 
a tax credit of up to $3 per barrel to maintain marginal well oil 
production when prices are low; increasing the number of small 
manufacturers eligible for Industrial Development Bond financing; 
changing the tax treatment of arrows to ensure that overseas 
arrow manufacturers cannot evade the arrow excise tax; reducing 
the excise tax on tackle boxes from 10 percent to 3 percent; allow-
ing a tax deduction (up to $10,000) for expenses related to Native 
American subsistence whaling; permitting small business refiners 
to expense up to 75 percent of the costs paid to comply with the 
Environmental Protection Agency’s sulfur regulations; modifying 
the tax treatment of naval shipbuilding contracts; authorizing the 
issuance of $2 billion of tax-exempt facility bonds to finance the 
construction of certain green buildings and sustainable design 
projects; expanding the Code section 45 electricity production credit 
to include open-loop biomass, geothermal and solar energy, small 
irrigation power, landfill gas, trash combustion, and refined coal 
production; allowing a deduction for attorney’s fees and court costs 
incurred in connection with an unlawful discrimination claim; pro-
viding seven-year depreciation for racetrack facilities, suspending 
Code section 815 for two years; allowing seven-year depreciation for 
certain Alaskan natural gas pipelines and extending the enhanced 
oil recovery credit to Alaskan gas treatment plants; modifying the 
minimum cost requirements for transfers of excess pension assets 
to retiree health accounts; and including primary and secondary 
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medical strategies for individuals with sickle cell disease as med-
ical assistance under Medicaid. 

Title III. Tax reform and simplification for U.S. businesses. 
The Conference Report adopts 13 of the 14 identical international 

tax reform and competitiveness provisions contained in both the 
House and Senate bills, including reforming the interest allocation 
rules, reforming the overall domestic loss rules, and providing look- 
through treatment for the sale of partnership interests. The Con-
ference Report does not adopt the provision contained in both the 
House and Senate bills that would have provided look-through 
treatment for payments between related controlled foreign corpora-
tions. 

The Conference Report adopts the House provisions to reduce the 
number of foreign tax credit baskets from nine to two and the pro-
vision to repeal the subpart F shipping rules. The Conference Re-
port adopts the Senate provisions to modify the treatment of cer-
tain real estate investment trust (REIT) distributions attributable 
to gain from sales of exchanges of U.S. real property interests, ex-
clude from gross income of nonresident aliens winnings from wa-
gers on certain horse and dog races, and reduce the U.S. with-
holding tax on Puerto Rican corporations. The Conference Report 
also adopts a slightly modified Senate provision to increase the for-
eign tax credit carryforward from 5 to 10 years and reduce the for-
eign tax credit carryback from 2 years to 1 year. 

Title IV. Extension of expiring provisions. 
The Conference Report did not include the extension of expiring 

provisions as the expiring provisions were extended in the Working 
Families Tax Relief Act of 2004 (P.L. 108–311). 

Title V. Deduction for State and local sales taxes. 
The Conference Report adopts the House provision to allow tax-

payers to elect to deduct State and local sales taxes in lieu of State 
income taxes for 2004 and 2005. 

Title VI. Revenue provisions. 
The Conference Report adopts the House revenue raiser provi-

sions including, (1) provisions to stop corporate and individual ex-
patriation; (2) provisions to stop individual and corporate tax shel-
ters by requiring increased disclosure of certain transactions and 
by increasing penalties for entering into or not reporting certain 
potentially abusive transactions; (3) provisions to shut down tax 
abuses outlined in the Joint Committee on Taxation Report on In-
vestigation of Enron Corporation and Related Entities Regarding 
Federal Tax and Compensation Issues, and Policy Recommenda-
tions; (4) provisions to shut down abusive leasing transactions in-
volving tax-exempt entities; (5) provisions to cut down on fuel tax 
evasion; (6) provisions to shut down abusive non-qualified deferred 
compensation plans; and (7) various other provisions including, ex-
tension of IRS and Customs user fees, provisions to shut down 
charitable contribution abuses, and a provision to allow for the pri-
vate collection of Federal tax debts. 

The Conference Report also included several additional revenue- 
raising provisions from the Senate bill including: (1) conforming the 
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class lives for utility grading costs; (2) modifications to recognize 
cancellation-of-indebtedness income realized on the satisfaction of 
debt with a partnership interest; (3) recapture of overall foreign 
losses on sale of a controlled foreign corporation; and (4) modified 
provisions to stop tax abuses in the U.S. possessions, limit em-
ployer deductions for certain entertainment expenses, and limit de-
ductions on leases of tax-exempt property with a fixed price pur-
chase option. 

The Conference Report does not contain: (1) a provision to codify 
the economic substance doctrine; (2) retroactive application of the 
tax-exempt leasing and corporate inversion provisions; and (3) pro-
visions to modify the deductibility of fines and penalties. 

Title VII. Market reform for tobacco growers. 
The Conference Report repeals the government-run tobacco quota 

program. The program is not replaced with any kind of price sup-
port program or production licensing system. Tobacco farmers and 
quota holders will receive transitional assistance payments over 10 
years. The payments are fully financed with a quarterly assess-
ment on tobacco importers and manufacturers of tobacco products. 
The cost of the program is capped at $10.14 billion. 

Title VIII. Trade provisions. 
The Conference Report contains the House provisions to tempo-

rarily suspend the duty on ceiling fans and nuclear steam genera-
tors. 

p. Miscellaneous Trade and Technical Corrections Act (P.L. 108– 
429) 

Representative Philip Crane introduced H.R. 1047, the ‘‘Miscella-
neous Trade and Technical Corrections Act of 2003,’’ on March 4, 
2003. The bill passed the House under suspension of the rules on 
March 5, 2003. The conference report for the bill passed the House 
on October 8, 2004, and passed by the Senate on November 19, 
2004. The President signed the bill on December 3, 2004 (P.L. 108– 
429). 

The bill includes tax technical corrections relating to (1) safe-
guarding taxpayer return information when such information is re-
leased to any agency, office, body, commission or person, and (2) 
the tax treatment of cellar wines. 

q. YMCA Retirement Fund (P.L. 108–476) 
On November 16, 2004, Representative English introduced H.R. 

5365, to treat certain arrangements maintained by the Young 
Men’s Christian Association (YMCA) Retirement Fund as church 
plans. The bill passed the House, by voice vote, under suspension 
of the rules on November 19, 2004. The Senate passed H.R. 5365 
by unanimous consent on December 7, 2004. The bill was signed 
into law by the President on December 21, 2004 (P.L. 108–476). 

The YMCA Retirement Fund has operated as a church plan 
throughout its 80 year history. This type of plan must meet certain 
rules under the Internal Revenue Code to retain its tax-qualified 
status. H.R. 5364 would ensure that the retirement plans main-
tained by the YMCA Retirement Fund would continue to be treated 
as church plans. 
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r. Modification to the Taxation of Arrow Components (P.L. 108–493) 
On November 19, 2004, Representative Paul Ryan introduced 

H.R. 5394, a bill to amend the Internal Revenue Code of 1986 to 
modify the taxation of arrow components. The House passed the 
bill, by voice vote, on December 6, 2004, and the Senate passed the 
bill by unanimous consent on December 8, 2004. The bill was 
signed into law by the President on December 23, 2004 (P.L. 108– 
493). 

The reforms contained in H.R. 3652 that were enacted as part of 
H.R. 4520 would have an unintended consequence on many small 
archery retailers, forcing these small businesses to engage in a 
great deal of record keeping in order to collect a relatively small 
amount of tax. In order to lift the burden from these small busi-
nesses while preventing domestic arrow companies from being un-
competitive, H.R. 5394 would further amend the law to place the 
tax on finished arrows and shafts rather than other components. 
H.R. 5394 would impose a flat tax of 39 cents on the sale by the 
manufacturer, producer, or importer of any arrow shaft, whether 
sold separately or as part of an assembled arrow. 

2. TAX RELIEF PROPOSALS 

a. Armed Forces Tax Fairness Act of 2003 
H.R. 878, the ‘‘Armed Forces Tax Fairness Act of 2003,’’ was in-

troduced by Chairman Thomas on February 25, 2003. The bill 
would provide tax relief to families of the armed forces, including 
the exclusion of gain from the sale of a principal residence and 
would restore the tax-exempt status of death gratuity payments to 
members of the uniformed services, and for other purposes. The 
bill, as amended, was favorably reported by the Committee on Feb-
ruary 27, 2003. No further action was taken in the House. Related 
provisions were included in H.R. 1307, H.R. 1664. Related provi-
sions were also included in H.R. 1308 as introduced; however, these 
were removed in conference (as discussed above). 

On March 18, 2003, Chairman Thomas introduced H.R. 1307, the 
Armed Forces Tax Fairness Act of 2003. This bill was substantially 
the same as H.R. 878, except for provisions allowing an above-the- 
line deduction for National Guard and military reserve members 
for certain travel expenses and the inclusion of tax relief for astro-
nauts who lose their lives on space missions. H.R. 1307 was passed 
by the House on March 20, 2003, under suspension of the rules by 
a vote of 422–0. It passed the Senate, as amended, on March 27, 
2003, but no further action was taken. 

H.R. 1664, the ‘‘Armed Forces Tax Fairness Act of 2003,’’ was in-
troduced by Chairman Thomas on April 8, 2003. It was similar to 
H.R. 1307. It passed the House under suspension of the rules, by 
voice vote, on April 9, 2004. It was referred to the Senate Com-
mittee on Finance where no further action was taken. 

b. Guardsmen and Reservists Financial Relief Act of 2003 
Representative Beauprez introduced H.R. 1779, the ‘‘Guardsmen 

and Reservists Financial Relief Act of 2003,’’ on April 11, 2003. On 
April 21, 2004, the bill passed the House under suspension of the 
rules by vote of a 415–0. On October 11, 2004, the bill was dis-
charged from the Senate Finance Committee by unanimous consent 
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and was passed by the Senate, as amended, by unanimous consent. 
No further action was taken on the bill. 

As passed by the House, the bill would allow for penalty-free 
withdrawals from retirement plans of individuals called to active 
duty before September 12, 2005. 

c. Charitable Giving and Tax-Exempt Organizations 
On May 7, 2003, Representative Blunt introduced H.R. 7, the 

‘‘Charitable Giving Act of 2003,’’ which would provide charitable 
giving incentives and address issues relating to tax-exempt organi-
zations. The Committee ordered favorably reported, as amended, by 
voice vote on September 9, 2003. The House passed the bill on Sep-
tember 17, 2003, by a vote of 408–3. On February 27, 2003, Sen-
ator Charles Grassley introduced and reported S. 476, the ‘‘CARE 
Act of 2003,’’ to the Senate. S. 476 also addressed charitable giving 
and tax-exempt organizations. On April 9, 2003, this bill passed the 
Senate by a vote of 95–5. H.R. 7 and S. 476 were not considered 
by a conference committee. 

In summary, H.R. 7 as introduced would provide larger allow-
ances for the deductibility of charitable donations for individuals 
and corporations. Title I would allow taxpayers that do not itemize 
their deductions to deduct charitable contributions exceeding $250 
($500 in the case of a joint return) but not exceeding $500 ($1,000 
in the case of a joint return). It would permit tax-free distributions 
from individual retirement plans for charitable purposes. Corpora-
tions would benefit from a phase-in of an increase in the percent-
age limitation on corporate charitable deductions, from 10 to 20 
percent by 2012, of the taxpayer’s taxable income. The bill would 
extend to any taxpayer engaged in a trade or business, whether or 
not a C corporation, the ability to claim an enhanced deduction for 
donations of food inventory. For private foundations, the bill would 
reduce from 2 to 1 percent the maximum excise tax on their net 
investment income thus replacing two present law excise tax rates 
with one rate. 

Under present law, private non-operating foundations are re-
quired to pay out a minimum amount each year as qualifying dis-
tributions. A qualifying distribution is an amount paid to accom-
plish one or more of the organization’s exempt purposes, including 
administrative expenses. The introduced bill would have disquali-
fied administration expenses as a qualifying distribution for an ex-
empt purpose. It also would increase the self-dealing excise tax on 
such foundations from 5 to 25 percent and modify provisions con-
cerning the excise tax for the failure of such foundations to dis-
tribute income. 

The introduced bill would revise rules concerning unrelated busi-
ness taxable income of charitable remainder trusts and impose an 
excise tax equal to the amount of any unrelated business taxable 
income. The excise tax would be in lieu of removing the income tax 
exemption of a charitable remainder trust for any taxable year in 
which the trust has any unrelated business taxable income. 

Title I of H.R. 7 as introduced would also modify the self-con-
structed property rule that applies to certain charitable contribu-
tions of scientific property used for research. The bill would allow 
the reduction of a shareholder’s basis in the stock of an S corpora-
tion as a result of the donation of such stock to charity to equal 
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the shareholder’s pro rata share of the basis of the contributed 
property. 

Title II of the introduced bill addresses tax reform and improve-
ments relating to charitable organizations and programs. The bill 
would suspend the tax-exempt status of an organization that is ex-
empt from tax for any period during which the organization is des-
ignated or identified by U.S. Federal authorities as a terrorist orga-
nization or supporter of terrorism. The bill would clarify the defini-
tion of church tax inquiry and extend declaratory judgment proce-
dures to tax-exempt organizations not defined in Code section 
501(c)(3). It would exclude from income certain landowner incentive 
program payments and simplify the lobbying expenditure limita-
tion. The bill would modify rules concerning interest, rent, annuity, 
or royalty payments made by a controlled entity to a tax-exempt 
organization such that any payment made in excess of an arm’s- 
length standard must be recognized as unrelated business income 
by the controlling organization. The bill also would simplify the lob-
bying expenditure limitation by eliminating the separate limitation 
for grass-roots lobbying expenditures. Electing charities remain 
subject to the overall limitation on lobbying expenditures, which 
does not change, but electing charities are not required to limit 
grass-roots expenditures as a percentage of overall lobbying. 

Under present law, a private foundation (and its related private 
foundations) is not treated as having excess business holdings if it 
owns no more than 2 percent of the voting stock and no more than 
2 percent of the value of all outstanding shares of all classes of 
stock in that corporation. The introduced bill would permit hold-
ings of up to 5 percent of the vote or value of a corporation’s out-
standing stock where the corporation is publicly traded and pub-
licly controlled. 

Title III of the introduced bill would create a fund to support and 
replicate promising social service programs as part of the Social Se-
curity Act. The bill would also extend the Individual Development 
Account program through Fiscal Year 2008, and it would add ma-
ternity group homes to the list of shelters eligible for Transitional 
Living Project grants. 

H.R. 7, as passed by the House, included most provisions from 
the introduced version of the bill. Two provisions from the intro-
duced bill that were not included in the House-passed bill were the 
removal of administration expenses from the list of qualifying dis-
tributions to accomplish a foundation’s exempt purpose and the 
proposed change in the permitted holdings of private foundations 
where the corporation is publicly traded and publicly controlled. 

The House-passed version would also provide larger allowances 
for the deductibility of charitable donations for individuals and cor-
porations. Title I would allow taxpayers that do not itemize their 
deductions to deduct charitable contributions exceeding $250 ($500 
in the case of a joint return) but not exceeding $500 ($1,000 in the 
case of a joint return). It would permit tax-free distributions from 
individual retirement plans for qualified charitable distributions. 
Corporations would benefit from a phase-in of an increase in the 
percentage limitation on corporate charitable deductions, from 10 
to 20 percent, of the taxpayer’s taxable income. The bill would ex-
tend to any taxpayer engaged in a trade or business, whether or 
not a C corporation, the ability to claim an enhanced deduction for 
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donations of food inventory. For private foundations, the bill would 
reduce from 2 to 1 percent the maximum excise tax on their net 
investment income while replacing two present law excise tax rates 
with one rate. It also would increase the self-dealing excise tax on 
such foundations from 5 to 25 percent and modify provisions con-
cerning the excise tax for the failure of such foundations to dis-
tribute income. 

The bill would revise rules concerning unrelated business taxable 
income of charitable remainder trusts and impose an excise tax 
equal to the amount of any unrelated business taxable income. The 
excise tax would be in lieu of removing the income tax exemption 
of a charitable remainder trust for any taxable year in which the 
trust has any unrelated business taxable income. 

H.R. 7 would modify the self-constructed property rule that ap-
plies to certain charitable contributions of scientific property used 
for research. The bill would allow the reduction of a shareholder’s 
basis in the stock of an S corporation as a result of the donation 
of such stock to charity to equal the shareholder’s pro rata share 
of the basis of the contributed property. 

The bill, as passed by the House, would permit charitable organi-
zations to make collegiate housing and infrastructure grants and 
exempt from unrelated business income tax the income of a chari-
table organization certain games of chance, as long as the net pro-
ceeds are used for the organization’s charitable purpose. The bill 
would also exempt qualified blood collection organizations from 
paying certain excise taxes. The bill also would extend from 4 years 
to 11 years the nonrecognition replacement period for the gain on 
sales of property by social clubs organized under Code section 
501(c)(7). The bill also would grant a limited exception for certain 
bonds from Federal guarantee prohibitions if the proceeds are used 
are used to finance continuing care facilities. 

Title II of the bill addresses tax reform and improvements relat-
ing to tax-exempt organizations and programs. The bill would sus-
pend the tax-exempt status of an organization that is exempt from 
tax for any period during which the organization is designated or 
identified by U.S. Federal authorities as a terrorist organization or 
supporter of terrorism. The bill would clarify the definition of 
church tax inquiry and extend declaratory judgment procedures to 
tax-exempt organizations not defined in Code section 501(c)(3). It 
would exclude from income certain landowner incentive program 
payments and simplify the lobbying expenditure limitation. The bill 
would modify rules concerning interest, rent, annuity, or royalty 
payments made by a controlled entity to a tax-exempt organization 
such that any payment made in excess of an arm’s-length standard 
must be recognized as unrelated business income by the controlling 
organization. The bill would also simplify the lobbying expenditure 
limitation by eliminating the separate limitation for grass-roots 
lobbying expenditures. Electing charities remain subject to the 
overall limitation on lobbying expenditures, which does not change, 
but electing charities are not required to limit grass-roots expendi-
tures as a percentage of overall lobbying. The bill would also ex-
pand private activities eligible for financing with tax-exempt pri-
vate activity bonds to include qualified forest conservation bonds 
that are an obligation of the state of Washington or any political 
subdivision thereof. Income derived from the harvesting of timber 
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on land purchased with such bonds by a qualified organization 
would be exempt from Federal tax. 

Title III of the bill would create a fund to support and replicate 
promising social service programs as part of the Social Security 
Act. The bill would also extend the Individual Development Ac-
count program through Fiscal Year 2008 and it would add mater-
nity group homes to the list of shelters eligible for Transitional Liv-
ing Project grants. Finally, it maintains the 10-percent limit for 
transfers from the Social Services block grant. 

d. Energy Tax Incentives 
On April 1, 2003, Representative McCrery introduced H.R. 1531, 

the ‘‘Energy Tax Policy Act of 2003.’’ The Committee favorably re-
ported the bill, as amended, by a vote of 24–12 on April 3, 2003. 
H.R. 1531 would provide tax incentives to encourage energy con-
servation, energy reliability, and energy production. 

The provisions of H.R. 1531 were incorporated into H.R. 6, the 
‘‘Energy Policy Act of 2003,’’ a broad-based energy bill introduced 
by Representative Tauzin on April 7, 2003. The bill passed the 
House on April 11, 2003, and passed the Senate with amendment 
on July 31, 2003. A conference report was agreed to in the House 
on November 18, 2003, by a vote of 246–180. The conference report 
was considered in the Senate, but cloture on the conference report 
was not invoked. On June 15, 2004, the House subsequently passed 
the text of H.R. 6 as reintroduced by Representative Barton in H.R. 
4503. The bill was approved on final passage by a vote of 244–178 
after the House rejected a motion to recommit the bill with instruc-
tions, by a vote of 192–230. H.R 4503 was received by the Senate 
on June 17, 2004. No further action was taken on the bill. 

H.R. 1531, as passed by the House, contained four sections: con-
servation, reliability, production, and corporate inversions. 

The conservation portion of the bill would provide a personal tax 
credit for the purchase of qualified photovoltaic property and quali-
fied solar water heating property equal to 15 percent of qualified 
investment up to a maximum credit of $2,000 for solar water heat-
ing property and $2,000 for rooftop photovoltaic property. It would 
extend the placed-in-service date for the Code section 45 production 
tax credit for wind and closed-loop biomass facilities placed in serv-
ice after December 31, 1993 (December 31, 1992, in the case of 
closed-loop biomass facilities) and before January 1, 2007. How-
ever, it would not extend the present law credit for poultry waste. 
The bill added three new types of qualifying facilities: open-loop 
biomass, landfill gas facilities (electricity created by burning meth-
ane gas derived from the biodegradation of municipal solid waste), 
and electricity produced by burning municipal solid waste. It would 
provide a nonrefundable 10-percent credit for the purchase of fuel 
cell power plants for businesses and individuals, not to exceed 
$1,000 per half-kilowatt of capacity. The bill would provided a 20- 
percent non-refundable credit, up to $2,000 per dwelling, for the 
purchase of qualified energy efficiency improvements to residences 
including: (1) insulation materials, (2) exterior windows (including 
skylights) and doors, and (3) metal roofs with appropriate pig-
mented coating to reduce the heat loss or gain. It would provide a 
credit to an eligible contractor (up to $2,000 per dwelling) equal to 
the aggregate adjusted basis of all energy property installed in a 
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qualified new energy-efficient home during construction, provided 
the home is at least 30 percent more efficient than a reference 
model. It would provide a 10-percent credit for the purchase of 
combined heat and power property (CHP), defined as one which (1) 
generates electricity and useful thermal energy in a single, inte-
grated system, and (2) produces at least 20 percent of its total use-
ful energy in the form of thermal energy and at least 20 percent 
in the form of electrical or mechanical power (or a combination 
thereof). Nonbusiness energy credits would be allowed against both 
regular tax and the alternative minimum tax (AMT). The 4.3-cents- 
per-gallon General Fund excise tax rates on diesel fuel used in 
trains and fuel used in barges operating on the designated inland 
waterways system would be repealed. The bill would reduce the 
Federal excise tax rate on water-diesel emulsions from 24.3 cents 
per gallon to 19.66 cents per gallon so as to not tax the water con-
tent of the emulsions. It would also repeal the phased-down reduc-
tion in the electric vehicle credit for 2004, 2005, and 2006. The bill 
would also repeal the phased-down reduction in the allowable 
clean-fuel vehicle deduction for 2004, 2005, and 2006, and it would 
add new tax credits for fuel cell and advanced lean burn vehicles. 

The reliability portion of the bill would allow a 7-year cost recov-
ery period for natural gas gathering lines, a 15-year cost recovery 
period for natural gas distribution pipelines, and a 15-year cost re-
covery period for electricity transmission lines. The bill would per-
mit small business refiners to expense up to 75 percent of the costs 
incurred in complying with the Highway Diesel Fuel Sulfur Control 
Requirements issued by the Environmental Protection Agency 
(EPA) in 2001. Small refiners would be allowed to claim a 5-cents 
credit for each gallon of low-sulfur diesel fuel produced. The small 
refiner exception to oil depletion deduction would be increased to 
an average daily refinery run of 75,000 barrels. The bill would pro-
vide tax relief for utilities selling transmission assets in response 
to Federal Energy Regulatory Commission (FERC) Order 2000. The 
limitation permitting only rate-regulated utilities to deduct con-
tributions to nuclear decommissioning funds would be repealed. 
The present law provision which does not allow deductions for pre- 
1984 decommissioning costs would also be repealed. The bill would 
exclude income received by a rural electric cooperative from any 
‘‘open access transaction’’ or from any ‘‘nuclear decommissioning 
transaction’’ in determining whether a rural electric cooperative 
satisfies the 85-percent test (IRC section 501(c)(12)) for tax exemp-
tion. The bill would allow income received by a rural electric coop-
erative from a ‘‘load loss transaction’’ to be treated as income col-
lected from members for the purpose of meeting the 85-percent 
test. It would clarify recently issued U.S. Department of the Treas-
ury regulations on the use of tax-exempt bonds by municipal gas 
agencies to secure a long-term prepaid supply of natural gas. The 
bill would create a safe harbor for prepayments equal to a commu-
nity’s recent average annual consumption, establish a procedure al-
lowing gas agencies to seek a higher safe harbor amount from the 
Treasury Department when significant population growth and/or 
gas consumption is not reflected in historic averages, and allow 
coal companies that are part of a controlled group to prefund their 
coal premium liabilities. 
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The production portion of the bill would create a $3-per-barrel 
credit for crude oil and a credit of $0.50 per 1,000 cubic feet of nat-
ural gas from marginal wells. The bill would suspend for taxable 
years beginning after December 31, 2003, and before January 1, 
2007, the present law provision which limits percentage depletion 
deductions to no more than 65 percent of the taxpayer’s overall tax-
able income. It would extend through January 1, 2007, the present 
law provision which permits taxpayers to take deductions in excess 
of 100 percent of the net income from a single marginal well. It 
would allow delay rental payments incurred in connection with the 
development of oil or gas within the United States to be amortized 
over two years. Geological and geophysical costs incurred in con-
nection with oil and gas exploration in the United States would be 
expensed over two years. Taxpayers would be able to claim a credit 
for the production of nonconventional fuels produced at wells 
placed in service after the date of enactment and before January 
1, 2007. The bill would allow landfill gas sold to a third party from 
facilities placed in service after June 30, 1998, and before January 
1, 2007, to be eligible for the credit for five years from the date of 
enactment or the date the facility is placed in service (whichever 
is later). The bill would make the minimum tax limitation inappli-
cable to the new business energy credits added by the bill. Intan-
gible drilling costs (IDC) would be removed as an AMT preference 
item for taxable years beginning after December 31, 2003, and be-
ginning before January 1, 2007. The bill would provide a 15-per-
cent tax credit for certain tertiary recovery methods used on oil and 
gas property within the United States. The bill would also allow 
the Code section 43 enhanced oil recovery credit to be taken 
against AMT in taxable years beginning in 2003, 2004, and 2005. 

The corporate inversion provision imposed a two-year morato-
rium on corporate inversions where the corporation has done little 
more than change its corporate residence for tax purposes. A cor-
porate inversion is disregarded for U.S. tax purposes when 80 per-
cent or more of the shareholders of the new foreign corporation 
were shareholders in the U.S. corporation. (After the inversion, the 
new foreign corporation would be taxed as a U.S. corporation.) The 
provision would apply to inversions that occur between March 4, 
2003, and December 31, 2004. 

The tax title to the conference report of H.R. 6, as passed by the 
House, contained three sections: conservation, reliability, and pro-
duction. 

The conservation portion of the bill would allow a 15-percent tax 
credit (up to $2,000) for residential solar hot water heaters, 
photovoltaics, and wind property. It would extend the tax credit for 
producing electricity (currently 1.8 cents per kilowatt/hour indexed 
for inflation for a 10-year production period) from wind and closed- 
loop biomass (including closed-loop biomass co-fired with coal). It 
would add new qualifying sources, including open-loop biomass, 
landfill gas, ‘‘trash to steam,’’ geothermal, solar, small irrigation fa-
cilities, and animal waste nutrients and set the credit at 1.2 cents 
per kilowatt/hour indexed for inflation for a five-year production 
period. The bill would set the solar and geothermal facilities credit 
at 1.8 cents per kilowatt/hour for five years. The bill would reduce 
the credit, up to 50 percent, if the facility receives tax-exempt fi-
nancing or government grants, except co-fired biomass. Taxpayers 
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would be allowed to choose between Code section 45 production tax 
credits or Code section 48 investment tax credits, with respect to 
geothermal and solar facilities. The bill would add a credit of 1.8 
cents per kilowatt/hour for nuclear reactors approved by the Nu-
clear Regulatory Commission (NRC) capped at 6,000 MW. It would 
allow a 20-percent credit for residential and business fuel cells 
capped at $500 per one-half kilowatt of capacity. The bill would 
provide tax credits for fuel savings (as compared to baseline vehi-
cles) for the purchase of certain fuel-efficient passenger cars and 
trucks, including fuel cell vehicles, hybrid vehicles, alternative fuel 
vehicles, and advanced lean burn vehicles. The bill would define 
hybrid cars and light trucks as vehicles that meet a 4-percent max-
imum available power (MAP) threshold. Tax credits for medium 
and heavy duty hybrid trucks would be allowed. The bill would 
clarify that the lessor/owner gets the credits and the lessor cannot 
be a tax-exempt entity. The amount that taxpayers may expense 
for certain refueling infrastructure would be increased, including 
new hydrogen infrastructure. The bill would allow a business credit 
for the manufacturing of highly efficient appliances. It would pro-
vide a 20-percent credit, up to $2,000, for the purchase of energy- 
efficient building envelope components meeting 2000 IECC stand-
ards as supplemented on the date of enactment, including insula-
tion, windows, and roofing systems and allow a tax credit to the 
builders of new energy-efficient homes. The bill would add a deduc-
tion, up to $1.50 per square foot, for upgrades to new or existing 
business property which reduce lighting, heating, cooling, or hot 
water costs by 50 percent compared to a baseline standard. It 
would allow a three-year cost recovery period for electricity ‘‘smart 
meters’’ and allow a 10-percent tax credit for the business purchase 
of certain systems that use both mechanical and heat power. Tax-
payers would not have the benefits from the new credits in the bill 
recaptured by the AMT. Excise taxes on diesel-water emulsions 
that are calculated by taxing mixture based on the British Thermal 
Unit (BTU) value of the fuel would be reduced. The bill would ex-
pand the small-producer ethanol credit and create a new excise tax 
credit for ethanol (which is 52 cents/gallon dropping to 51 cents/gal-
lon under current law). The bill would extend Code section 40 eth-
anol credit through 2010 and create a biodiesel excise tax credit at 
one dollar per gallon for soybeans and 50 cents per gallon for other 
feedstocks, effective through the end of 2005. The bill would defer 
the 2.5-cents-per-gallon transfer and repeal of ethanol excise tax 
exemption to highway legislation. It would also repeal the 4.3-cent 
excise tax on diesel fuel used by rail and barge. 

The reliability portion of the bill would allow a seven-year cost 
recovery period for natural gas gathering lines and a provision en-
suring that the tax benefits are not recaptured by the AMT. The 
bill would allow a 15-year cost recovery period for natural gas dis-
tribution lines and a 15-year cost recovery period for new electric 
transmission lines (defined as 69 kilovolts or greater by the FERC). 
Small refiners would be able to expense 75 percent of the costs of 
making upgrades to produce low-sulfur fuel and a production credit 
of five cents per gallon up to 25 percent of the capital costs of those 
upgrades. The definition of a small refiner would be redefined from 
one who runs no more than 50,000 barrels on any given day to one 
with 67,500 barrels or less of average daily production for a taxable 
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year. The bill would allow taxpayers who sell their transmission as-
sets as advocated by FERC Order 2000 to pay the resulting tax rat-
ably over 8 years, but only if the taxpayer reinvests the proceeds 
in other utility property. It would repeal the present law ‘‘cost of 
service requirement’’ allowing utilities to deduct pre-1984 contribu-
tions to a qualified fund (upon transfer of the fund the seller takes 
the deductions, not the purchaser) and would allow utilities to de-
duct contributions made after the estimated useful life of the plant. 
The bill also would clarify that tax-exempt entities can transfer a 
qualified fund to taxable entities. The bill would allow cooperatives 
to exclude certain income derived from ‘‘open access’’ transactions 
(such as wheeling income from opening transmission or distribu-
tion facilities) from the 85-percent test and allow income from cer-
tain ‘‘loss load’’ transactions to be treated as income from members 
for purpose of meeting the 85-percent test. It would clarify that ex-
cluded income also includes income from open access distribution 
services, but only with respect to electric energy furnished to end 
users served by distribution facilities other than those owned by 
the cooperative. A safe harbor would be set for prepaid gas con-
tracts equal to historical usage and the bill would clarify that Code 
section 141(d) does not apply to such contracts. The bill would add 
a 17.5-percent investment tax credit for construction of advanced 
clean coal power plants. Five-year depreciation for Integrated Gas-
ification Combined Cycle coal plants would be allowed. Five-year 
cost recovery period for post-1975 coal plants installing pollution 
control equipment and three-year cost recovery period for pre-1976 
coal plants installing pollution control equipment would be allowed. 
The bill would also allow a 15-percent investment tax credit for 
clean coal and add a seven-year cost recovery period for natural gas 
transmission lines 42 inches or more in diameter, including the 
proposed Alaska natural gas pipeline. 

The production portion of the bill would add a $3-per-barrel cred-
it for production of crude oil or natural gas from marginal wells, 
with the credit phasing out as the price of oil or gas rises from $15 
to $18 per barrel. The 65-percent overall income limitation and the 
100-percent net income limitation for small oil and gas producers 
would be suspended through the end of 2004. The bill would allow 
delay rental payments to be amortized over two years, beginning 
on the date of enactment. Geological and Geophysical (G&G) ex-
penses would be amortized over two years, beginning on the date 
of enactment as a result of the bill. The bill would extend the Code 
section 29 credit for certain existing facilities for 4 years at $3 per 
barrel or barrel equivalent and allow a $3-per-barrel credit for 4 
years for new facilities placed in service after the date of enactment 
and before January 1, 2007. It would provide for a $3 per barrel 
credit for 5 years for landfill gas facilities placed in service after 
June 30, 1998, and before January 1, 2007 (facilities subject to 
New Source Performance Standards receive a credit of $2 per bar-
rel). A $3-per-barrel equivalent credit would be provided for all 
coke facilities for 4 years (for existing plants from the date of en-
actment and for new facilities from the date placed in service), with 
facilities placed in service after December 31, 1992, and before July 
1, 1998 continuing to receive the present law credit amount. The 
bill would allow a $3-per-barrel equivalent credit for lignite facili-
ties for four years capped at 200,000 cubic feet (35 barrels) pro-
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duced per day for all projects eligible. Code section 29 would be 
added to the list of credits treated as a general business credit. 
Coalmine methane, refined coal, including coal using the Fischer- 
Tropsch method and compression of animal carcasses through ther-
mal depolymerization would be new qualifying fuels for tax incen-
tives from production of non-conventional sources. Taxpayers would 
be able to take business credits against the AMT as well as against 
the regular tax. The AMT preference for intangible drilling costs 
(IDCs) for independent producers would be repealed. Taxpayers 
would be able to claim the enhanced oil and recovery (EOR) credit 
against the AMT. The bill would expand the EOR credit to include 
natural gas processing facilities that re-inject CO2 for tertiary re-
covery, with the credit only applying to new facilities capable of 
processing one trillion British thermal units of natural gas per day. 

Other provisions in the bill included accelerated depreciation for 
energy projects on Indian lands, allowing mutual funds to treat in-
come from publicly traded partnerships as qualifying income, re-
ducing taxes on cooperatives passing patronage dividends through 
to patrons, tax-exempt financing for certain energy-efficient devel-
opments on former ‘‘Brownfields’’ (Green bonds), a 2-year suspen-
sion of duties on imported ceiling fans, and a suspension of duties 
on nuclear vessel heads and steam generators. 

The conference report on H.R. 1308, the ‘‘Working Families Tax 
Relief Act of 2004,’’ which is discussed in greater detail above, ex-
tended several energy-related tax laws through 2005. The extended 
provisions included the Code section 45 production tax credit for 
electricity produced using wind, closed-loop biomass and poultry 
waste, the suspension of the 100-percent of taxable income limita-
tion on percentage depletion from marginal wells, the tax credit for 
electric vehicles and the deduction for clean fuel vehicles. The con-
ference report was approved on September 23, 2004, in the House 
by a vote of 339–65 and in the Senate on the same day by a vote 
of 92–3. H.R. 1308 was signed by the President on October 4, 2004 
(P.L. 108–311). 

Some provisions similar to those contained in the House bill 
(H.R. 1531) or the conference agreement to H.R. 6 (which was not 
enacted) were enacted as part of H.R. 4520, the ‘‘American Jobs 
Creation Act,’’ discussed above. These provisions include the repeal 
of the 4.3-cents-per-gallon General Fund excise tax rates on rail-
road diesel fuel and fuel used in barges operating on the des-
ignated inland waterways system, allowing rural electric coopera-
tives to participate in open access transactions, an expansion of the 
Code section 45 production tax credit to open-loop biomass and mu-
nicipal solid waste, the ‘‘green bonds’’ proposal, allowing Code sec-
tions 40 and 45 credits to offset AMT liability, Alaskan natural gas 
incentives, the reduction in taxes on cooperatives passing patron-
age dividends through to patrons, treating income from publicly 
traded partnerships as qualifying income for mutual funds, the sus-
pension of customs duties on ceiling fans and nuclear vessel heads, 
and a provision to discourage corporate inversions. H.R. 4520 was 
signed into law by the President on October 22, 2004 (P.L. 108– 
357). 
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e. Taxpayer Protection and IRS Accountability 
Representative Portman introduced H.R. 1528, the ‘‘Taxpayer 

Protection and IRS Accountability Act of 2003,’’ on April 1, 2003. 
On April 3, 2003, the Committee ordered favorably reported, H.R. 
1528, as amended, by voice vote. The bill passed the House by a 
vote of 252–170 on June 19, 2003. A companion bill was passed by 
the Senate, but the House and Senate versions of the bill were not 
considered by a conference committee. 

The bill, as passed by the House, contained provisions regarding 
tax administration, penalties and interest, the Tax Court, confiden-
tiality and disclosure. 

The tax administration provisions include a provision that would 
extend the due date for filing and paying individual income taxes 
to April 30, provided that the taxpayer files an electronic return 
and pays the balance of the liability by the due date. Most tax-
payers that choose to file electronically would have to use an inter-
mediary and would be unable to file directly with the IRS. The bill 
also would require the Commissioner of the IRS to issue guidelines 
for determining appropriate disciplinary action, including termi-
nation, for employees that violate certain rules. The bill would in-
crease the authorization for low-income taxpayer clinics and permit 
the National Taxpayer Advocate to appoint a counsel that would 
report directly to the National Taxpayer Advocate. The bill also 
would instruct the IRS to revise their published instructions and 
require the Treasury to conduct a study of the practices of the IRS 
concerning their application of liens and levies. There are provi-
sions that would direct the Treasury Inspector General for Tax Ad-
ministration to report allegations of serious IRS employee mis-
conduct with a summary of complaints by category, and to publish 
annually statistics on awards of costs and certain fees in adminis-
trative and court proceedings. The bill also would require the 
Treasury Inspector General for Tax Administration to report annu-
ally to the Congress on the abatement of penalties and the reasons 
for such abatements, and to issue a report evaluating better means 
of communicating with taxpayers such as electronic mail or fax. 
The statutory requirement that the Joint Committee on Taxation 
conduct annual reviews of the IRS would be extended through 
2009. The bill would allow State-based health insurance to meet 
the definition of qualified health insurance for purposes of the tax 
credit available to individuals receiving a trade adjustment allow-
ance. The bill also would require motor fuels tax refunds to be paid 
by electronic funds transfer if elected by the recipient. A recon-
tribution of amounts attributable to an improper levy on an indi-
vidual retirement account (IRA) would be treated as a rollover 
under the bill. The declaratory judgment procedures available to 
charities would be extended to other tax-exempt organizations. The 
bill would allow the IRS to recognize a joint venture whose only 
members are husband and wife filing a joint return to be treated 
as a sole proprietorship instead of as a partnership. 

The penalty and interest provisions of the bill would change the 
rules relating to the penalty provisions related to the individual’s 
estimated payments, including raising the penalty threshold from 
$1,000 in liability to $1,600. Interest payments resulting from un-
reasonable IRS errors or delays would be abated and interest net-
ting would be expanded for individual taxpayers. The bill would ex-
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clude from gross income interest paid to individuals on overpay-
ments of Federal income tax. The taxpayer would earn interest on 
amounts deposited with the IRS for the purpose of suspending in-
terest on potential underpayments. The bill would expand the pen-
alty provisions related to the submission of frivolous tax returns, 
including increasing the amount of the IRS-imposed penalty from 
$500 to $5,000. Waivers of certain penalties for unintentional 
minor errors would be granted for individuals with a history of tax 
compliance. 

H.R. 1528 would modify the jurisdiction of the United States Tax 
Court. In certain cases where the Tax Court does not have jurisdic-
tion over the underlying tax liability, appeals of collection due proc-
ess determinations are brought in the district court of the United 
States. The bill would provide that all such cases would be brought 
to the Tax Court. 

H.R. 1528 includes provisions relating to the confidentiality and 
disclosure of taxpayer returns. Former spouses would no longer be 
required to make a written request for disclosure of collection ac-
tivities with respect to a joint return and would permit such disclo-
sures pursuant to an oral request. The bill clarifies that the IRS 
may not inspect the return of a taxpayer’s representative solely on 
the basis of such representative’s relationship to the taxpayer. Dis-
closures of tax return information for judicial or administrative tax 
proceedings would be limited to the portions of the return informa-
tion that directly relate to the resolution of an issue in such pro-
ceedings. 

The bill would prohibit taxpayer identification numbers to be dis-
closed on publicly available summaries of accepted offers-in-com-
promise. The bill also would require Federal, State and local gov-
ernments to conduct on-site safeguard reviews of contractors and 
other agents receiving Federal tax return information. Standards 
relating to requests for tax return disclosures and consent to tax 
return disclosures would be raised. Unauthorized disclosures and 
consents would be punishable by criminal penalty. The IRS would 
be required to notify a taxpayer if the taxpayer’s return or return 
information was willfully disclosed or inspected without authoriza-
tion. Such unauthorized disclosures and inspections would be re-
ported annually by the IRS to the Joint Committee on Taxation. 
The bill would extend present law permitting disclosure of tax re-
turn information to law enforcement officials to include cir-
cumstances involving imminent danger of death or physical injury 
to an individual. The bill also would allow the IRS to use additional 
means of contacting taxpayers, including the internet, regarding 
undelivered refunds. Information eligible for disclosure by the IRS 
to State officials related to Code section 501(c) organizations would 
be expanded. The bill would provide that the Office of the Taxpayer 
Advocate would be permitted to withhold confidential communica-
tions between itself and taxpayers from the IRS and the Depart-
ment of Justice. 

The conference agreement for H.R. 4520, the ‘‘American Jobs 
Creation Act of 2004,’’ included the provision from H.R. 1528 that 
would allow taxpayers to earn interest on amounts deposited with 
the IRS for the purpose of suspending interest on potential under-
payments. As noted above, H.R. 4520 was signed by the President 
on October 22, 2004 (P.L. 108–357). 
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f. Employee Benefits Proposals 
On May 5, 2004, Representative McCrery introduced H.R. 4279, 

the ‘‘Help Efficient, Accessible, Low-cost, Timely Healthcare 
(HEALTH) Act of 2004.’’ On May 12, 2004, the House approved the 
bill by a vote of 273–152. No further action was taken in the Sen-
ate. As passed by the House, the bill would allow up to $500 of un-
used funds remaining in a health Flexible Spending Account (FSA) 
to be (1) carried forward in the FSA for use during the next year, 
or (2) contributed to a Health Savings Account (HSA). Under cur-
rent law, unused funds in an FSA at the end of the year are for-
feited to the employer. This incentive to quickly spend unused 
funds before the end of the year leads to excess health care con-
sumption. The ability to roll funds over into the next year would 
encourage more employees to participate in FSAs without fear of 
losing money at the end of the year and would reduce end-of-the- 
year excess spending and overuse of health care services. The Sen-
ate did not act on the bill. 

On May 17, 2004, Representative Cantor introduced H.R. 4372, 
the ‘‘Working Families Assistance Act of 2004,’’ which incorporated 
an FSA rollover provision similar to H.R. 4279. On June 22, 2004, 
the House approved the bill by a voice vote under suspension of the 
rules. No further action was taken on the legislation. As passed by 
the House, the bill would allow up to $500 of unused dependent 
care funds in a dependent care Flexible Spending Account (FSA) to 
be carried forward in the FSA for use during the next year. Under 
current law, unused funds in an FSA at the end of the year are 
forfeited to the employer. This incentive to quickly spend unused 
funds before the end of the year leads to excess dependent care con-
sumption. The ability to roll funds over into the next year would 
encourage more people to participate in FSAs without fear of losing 
money at the end of the year and would reduce end-of-the-year ex-
cess spending and overuse of dependent care services. The Senate 
did not act on the bill. 

g. Expiring Provisions 
H.R. 3521, the ‘‘Tax Relief Extension Act of 2003,’’ included sev-

eral extensions of expiring provisions which were later included in 
the House-passed version of H.R. 4520 and enacted by the ‘‘Work-
ing Families Tax Relief Act of 2004’’ (P.L. 108–311). H.R. 3521 was 
introduced by Chairman Thomas on November 19, 2003, and it was 
passed the following day by the House under suspension of the 
rules by voice vote. The Senate took no action on the bill. 

The bill, as passed by the House, would extend, without modifica-
tion, the following present-law provisions by one year, generally 
through December 31, 2004: parity in the application of certain 
limits to mental health benefits; the work opportunity credit; the 
welfare-to-work credit; the credit to holders of qualified zone acad-
emy bonds; the cover over of the excise tax on distilled spirits to 
Puerto Rico and the Virgin Islands; the enhanced deduction for 
qualified computer donations; the exclusion of certain expenses of 
elementary and secondary school teachers from gross income; ex-
pensing of environmental remediation costs in connection with the 
abatement or control of hazardous substances at a qualified con-
taminated site; disclosure authority relating to terrorist activities; 
the availability of Archer medical savings accounts; authority to 
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issue New York Liberty Zone bonds; tax incentives for investment 
in the District of Columbia; authority for any State to participate 
in a combined Federal and State employment tax reporting pro-
gram; and the allowance for nonrefundable personal credits to be 
applied against the alternative minimum tax. 

As discussed above, each of these provisions was enacted into law 
by H.R. 1308, the ‘‘Working Families Tax Relief Act of 2004’’ (P.L. 
108–311), each with a two-year extension through December 31, 
2005 (through December 31, 2009, in the case of the authority to 
issue New York Liberty Zone bonds), without modification of the 
underlying provision. 

H.R. 3521 also extended for one year the special rules under 
Code section 809 for life insurance companies and the five-year 
carryback rule for certain net operating losses. 

h. The Death Tax Repeal Permanency Act of 2003 
On June 12, 2003, Representative Dunn introduced H.R. 8, the 

‘‘Death Tax Repeal Permanency Act of 2003.’’ On June 18, 2003, 
the House approved the bill by a vote of 264–163. As passed by the 
House, the bill would repeal the sunset of Section V of the Eco-
nomic Growth and Tax Relief Reconciliation Act of 2001, relating 
to estate, gift, and generation-skipping transfer taxes. The Senate 
took no action on the bill. 

i. Highway Trust Fund and Excise Taxes 

Transportation Equity Act: A Legacy for Users 
Representative Don Young introduced H.R. 3550, ‘‘the Transpor-

tation Equity Act: A Legacy for Users Act,’’ on November 20, 2003. 
The House passed the bill by a vote of 357–65 on April 2, 2004. The 
Senate substantially amended H.R. 3550 and passed the bill by 
unanimous consent. The bill went to the conference committee but 
was not reported out of that committee. 

The bill would, among other things, authorize funds for high-
ways, highway safety programs, and transit programs. Although 
primarily a transportation bill, the bill contains a number of tax 
provisions. Title I of the bill contains a provision that would extend 
funding for expenditures made for projects to reduce highway use 
tax evasion before October 1, 2009. Title IX of the bill contains a 
number of tax provisions. Many of these provisions (in identical or 
similar form) were enacted into law as part of H.R. 4520, the 
‘‘American Jobs Creation Act of 2004’’ (P.L. 108–357). The provi-
sions that were enacted as part of H.R. 4520 follow in the next four 
paragraphs. 

The bill would repeal the reduced tax rate on sales of gasoline 
for blending with alcohol as well as the reduced tax rate on sales 
of alcohol fuel. The bill would provide an excise tax credit, in place 
of the reduced tax rate on gasoline, for certain blenders of alcohol 
fuel mixtures. The bill would provide that all alcohol fuels excise 
tax credits and payments are paid from the General Fund. The bill 
would provide outlay payments to producers of alcohol fuel mix-
tures, and would also transfer the full amount of alcohol fuel excise 
taxes to the Highway Trust Fund. 

The bill includes a number of provisions designed to prevent fuel 
fraud. The bill would tax jet fuel at the terminal rack, would re-
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quire fuel to be dyed mechanically instead of manually, and would 
expand the authority of the IRS to inspect records at sites where 
fuel is produced or stored. In addition, the bill would require pipe-
line or vessel operators to register with the Secretary of the Treas-
ury in order for their bulk transfers of taxable fuel to a terminal 
to be exempt from tax. The bill also would require pipeline or ves-
sel operators to display such registration or be subject to a penalty. 
The bill also would provide for penalties for failure to register and 
failure to comply with the requirement to report certain informa-
tion concerning the movement of fuel to the IRS. 

The bill also would conform the procedure for obtaining refunds 
on sales of gasoline to tax-exempt users to the procedure used for 
diesel fuel and kerosene—the registered ultimate vendor claims the 
refund. The bill would permit two registered parties to switch posi-
tion holder status with respect to fuel within a registered terminal 
if certain conditions are met. The bill would dedicate amounts from 
certain penalties related to fuel to the Highway Trust Fund. The 
bill would make certain modifications to the heavy vehicle use tax, 
including eliminating the reduced rate of tax for Canadian and 
Mexican vehicles. 

The bill would extend enhanced Code section 179 expensing so 
that small businesses can immediately expense up to $100,000 of 
new investments through 2007. The bill would provide alternative 
minimum tax relief by repealing the 90-percent limitation on the 
use of foreign tax credits against the alternative minimum tax, and 
by allowing the tax benefits generated by farmer income averaging 
to be used in computing the alternative minimum tax. 

A discussion of the provisions of the bill that were not enacted 
in H.R. 4520 follows. The bill would extend Highway Trust Fund 
and Aquatic Resources Trust Fund excise taxes through September 
30, 2011, and would extend the expenditure authority for these 
funds through September 30, 2009. The bill would transfer the full 
amount of motorboat fuel taxes and certain small engine fuel taxes 
to the Aquatic Resources Trust Fund. The bill would permit collec-
tion of fuel excise taxes against the bond posted by the importer 
with the Customs Service if any other person that is not registered 
with the Secretary of the Treasury is liable for such tax and the 
tax is not paid on time. The bill would limit ultimate vendor refund 
claims for diesel fuel or kerosene used for farming to 250 gallons 
per farmer per claim period. The bill would phase out the 90-per-
cent limitation on the use of net operating loss deductions against 
the alternative minimum tax. The bill would expand the exemption 
from the alternative minimum tax for corporations with average 
annual gross receipts for the prior three years of not more than $20 
million. 

Surface Transportation Extension Act of 2004 
Representative Don Young introduced H.R. 3783, the ‘‘Surface 

Transportation Extension Act of 2004,’’ on February 10, 2004. The 
House passed the bill the following day by a vote of 421–0. The bill 
was sent to the Senate, which took no action on the bill. Provisions 
similar to those in H.R. 3783 (with different dates) were enacted 
in H.R. 3850, also named the ‘‘Surface Transportation Extension 
Act of 2004’’ (P.L. 108–202). H.R. 3783 would provide an extension 
of highway, highway safety, motor carrier safety, transit, and other 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00044 Fmt 6659 Sfmt 6602 E:\HR\OC\HR810.XXX HR810



33 

programs funded out of the Highway Trust Fund pending enact-
ment of a law reauthorizing the Transportation Equity Act for the 
21st Century (TEA–21). There are a couple of tax-related provi-
sions in the bill. The bill would extend funding for expenditures 
made on projects to curb highway use tax evasion before July 1, 
2004. The bill would extend authorization of the use of the High-
way Trust Fund, the Mass Transit Account, and the Aquatic Re-
sources Trust Fund for obligations under TEA–21 before July 1, 
2004. 

j. Expansion of Renewal Communities 
On April 22, 2004, Representative Ernest Istook introduced H.R. 

4193, a bill to amend the Internal Revenue Code of 1986 to allow 
for the expansion of areas designated as renewal communities 
based on 2000 census data and to treat certain census tracts with 
low populations as low-income communities for purposes of the new 
markets tax credit. The bill passed the House under suspension of 
the rules by voice vote on May 17, 2004. A modified version H.R. 
4193 was included in H.R. 4520, the ‘‘American Jobs Creation Act 
of 2004’’ (P.L. 108–357). 

Renewal communities include census tracts that have: (1) a pov-
erty rate of at least 20 percent, (2) if in an urban area, at least 70 
percent of households below 80 percent of the median household in-
come within the local jurisdiction, (3) an unemployment rate of at 
least 1.5 times the national unemployment rate, and (4) pervasive 
poverty, unemployment, and general distress. Population and pov-
erty rates are based on 1990 census data. 

H.R. 4520, as discussed above, authorizes the Secretary of Hous-
ing and Urban Development to expand a designated renewal com-
munity based on 2000 census data to include certain contiguous 
census tracts that have increased poverty rates using in the 2000 
data as compared to 1990, meets certain population and poverty 
rate requirements, or is an area of general distress. 

k. Simple Tax for Seniors Act 
Representative Max Burns introduced H.R. 4109, the ‘‘Simple 

Tax for Seniors Act,’’ on April 1, 2004. The bill passed the House 
under suspension of the rules by a vote of 418–0 on June 2, 2004. 
The Senate did not act on the bill. 

H.R. 4109, as passed by the House, would require the IRS to 
offer a simplified tax form for individuals age 65 and older. The 
form would be designated ‘‘Form 1040S’’ and would be similar to 
Form 1040EZ. The IRS would be instructed to make the form avail-
able regardless of the individual’s receipt of Social Security benefits 
or any distributions from retirement plans, their receipt of interest 
and dividends, the amount of their capital gains and losses, and 
their taxable income. 

l. Tax Simplification for Americans Act of 2004 
On July 15, 2004, H.R. 4841, the ‘‘Tax Simplification for Ameri-

cans Act of 2004’’ was introduced by Representative Max Burns. 
The bill, as amended, passed the House under suspension of the 
rules by voice vote on July 21, 2004. The Senate did not act on the 
bill. 
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The bill, as passed by the House, would change the name of the 
Head of Household filing status to Single Head of Household. It 
would also direct the IRS to expand access to the Form 1040EZ and 
Form 1040 by allowing taxpayers with up to $100,000 in taxable 
income to use these forms. It would also permit taxpayers with 
more than $1,500 in interest income to use Form 1040EZ. Finally, 
the bill would eliminate a series of outdated or ‘‘deadwood’’ provi-
sions from the Code. The provision from the introduced bill that 
would treat an individual as having attained an age on the date 
of the anniversary of such individual’s birth which corresponds to 
such age was dropped prior to floor action. 

m. Tax Simplification for America’s Job Creators Act of 2004 
Representative Phil Crane introduced H.R. 4840, the ‘‘Tax Sim-

plification for America’s Job Creators Act of 2004,’’ on July 15, 
2004. The bill passed the House under suspension of the rules by 
a vote of 424–0 on July 21, 2004. The Senate did not act on the 
bill. 

The bill would extend for two years (through 2007) the enhanced 
Code section 179 small business expensing tax relief included in 
the ‘‘Jobs and Growth Tax Relief Reconciliation Act of 2003.’’ As a 
result, the amount small businesses can expense (immediately de-
duct) will remain at $100,000 instead of dropping to $25,000. The 
amount that can be expensed and the phase-out threshold will con-
tinue to be indexed for inflation. The bill would also enable many 
small corporations to continue using the less complex cash method 
of accounting by indexing for inflation the threshold for using the 
cash method of accounting, which is currently set at $5 million 
gross receipts. The bill would also eliminate a series of outdated or 
‘‘deadwood’’ provisions from the Code. 

n. Adoption Tax Relief Guarantee Act 
On March 4, 2003, Representative DeMint introduced H.R. 1057, 

the ‘‘Adoption Tax Relief Guarantee Act.’’ The bill passed the 
House under suspension of the rules on September 23, 2004, by a 
vote of 414–0. The Senate did not act on the bill. 

The bill would repeal the sunset of the ‘‘Economic Growth and 
Tax Relief Reconciliation Act of 2001’’ with respect to the expansion 
of the adoption credit. Under the bill, the adoption credit would re-
main at $10,000 (as indexed) after the December 31, 2010 sunset. 
The bill also would retain the $150,000 higher income cap for a 
taxpayer to be eligible to claim the credit after the sunset. 

o. Bows and Arrows Archery Revenue Reform and Opportunity for 
Workers Act 

On December 8, 2003, Representative Paul Ryan introduced H.R. 
3652, the ‘‘Archery Revenue Reform and Opportunity for Workers 
Act’’. The Committee on Ways and Means was discharged and the 
bill passed without objection on December 8, 2003. H.R. 3652 was 
sent to the Senate and was referred to the Finance Committee, 
which did not report the bill. H.R. 3652, as passed by the House 
(with a modified effective date), was enacted into law as part of 
H.R. 4520, the ‘‘American Jobs Creation Act of 2004’’ (P.L. 108– 
357). The bill would impose an excise tax of 12 percent on the sale 
of arrows, defined as shafts with components attached. The bill 
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would impose an excise tax of 11 percent on the sale of certain 
broadhead arrow points, instead of the 12.4 percent tax that ap-
plies to other arrow components. 

3. OTHER TAX MATTERS 

a. House Resolutions Expressing the Sense of the House 
The House passed resolutions on tax related matters during the 

108th Congress. 
On April 8, 2003, Representative Jack Kingston introduced H. 

Con. Res. 141, a concurrent resolution expressing the sense of the 
Congress that the Internal Revenue Code should be fundamentally 
reformed to be fairer, simpler, and less costly and to encourage eco-
nomic growth, individual liberty, and investment in American jobs. 
The House agreed to the resolution under suspension of the rules 
on April 10, 2003. 

On July 7, 2004, Representative Phil English introduced H. Res. 
705, a resolution urging the President to resolve the disparate 
treatment of direct and indirect taxes presently provided by the 
World Trade Organization. The House agreed to the resolution 
under suspension of the rules on July 14, 2004. 

b. Foreign Operations, Export Financing and Related Appropria-
tions Act, 2005 

The conference report to H.R. 4818, the ‘‘Foreign Operations, Ex-
port Financing, and Related Appropriations Act, 2005,’’ passed the 
House and the Senate on November 20, 2004. This appropriations 
bill included a provision to allow agents, designated by the Chair-
men of the House or Senate Committees on Appropriations, access 
to IRS facilities and any tax returns or return information. This 
provision was removed from the bill before the bill was sent to the 
President. 

c. Budget Hearings 
On Tuesday February 4, 2003, the full Committee held a hearing 

on the President’s Fiscal Year 2004 budget with the Honorable 
John Snow, Secretary, U.S. Department of the Treasury. The focus 
of the hearing was to discuss the details of the President’s budget 
proposals that are within the Committee’s jurisdiction. 

On Wednesday February 5, 2003, the full Committee held a hear-
ing on the President’s Fiscal Year 2004 budget with the Honorable 
Mitch Daniels, Director, Office of Management and Budget. The 
focus of the hearing was for the Director to discuss the details of 
the President’s proposals that are within the Committee’s jurisdic-
tion. 

On Thursday February 6, 2003, the full Committee held a hear-
ing on the President’s Fiscal Year 2004 budget with the Honorable 
Tommy G. Thompson, Secretary, U.S. Department of Health and 
Human Services. The focus of the hearing was to review the Presi-
dent’s Fiscal Year 2004 budget proposals for Health and Human 
Services. 

On Wednesday March 12, 2003, the full Committee held a hear-
ing on the President’s Fiscal Year 2004 budget with the Honorable 
Elaine L. Chao, Secretary, U.S. Department of Labor. The focus of 
the hearing was the Department of Labor proposals in the Presi-
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dent’s Fiscal Year 2004 budget that are within the Committee’s ju-
risdiction. 

On Tuesday February 3, 2004, the full Committee held a hearing 
on the President’s Fiscal Year 2005 budget with the Honorable 
John Snow, Secretary, U.S. Department of the Treasury. The focus 
of the hearing was to discuss the details of the President’s budget 
proposals that are within the Committee’s jurisdiction. 

On Tuesday February 10, 2004, the full Committee held a hear-
ing on the President’s Fiscal Year 2005 budget with the Honorable 
Tommy G. Thompson, Secretary, U.S. Department of Health and 
Human Services. The focus of the hearing was to review the Presi-
dent’s Fiscal Year 2005 budget proposals for the U.S. Department 
of Health and Human Services. 

On Wednesday February 11, 2004, the full Committee held a 
hearing on the President’s Fiscal Year 2005 budget with the Honor-
able Pamela F. Olson, Assistant Secretary for Tax Policy, U.S. De-
partment of the Treasury; accompanied by Gregory F. Jenner, Dep-
uty Assistant Secretary for Tax Policy. The Treasury official dis-
cussed the details of the tax proposals in the President’s budget. 

On Wednesday February 11, 2004, the full Committee held a 
hearing on the President’s Fiscal Year 2005 budget with the Honor-
able Joshua B. Bolten, Director, Office of Management and Budget. 
The Director discussed the details of the tax proposals in the Presi-
dent’s budget. 

On Thursday March 4, 2004, the full Committee held a hearing 
on the President’s Fiscal Year 2005 budget with the Honorable 
Elaine L. Chao, Secretary, U.S. Department of Labor. The focus of 
the hearing was on Department of Labor proposals in the Presi-
dent’s Fiscal Year 2005 budget within the Committee’s jurisdiction. 

d. President’s Economic Growth Proposals 
On March 4, 5, 6, and 11, 2003, the full Committee held hearings 

on the President’s economic growth proposals. The witnesses for 
the March 4, 2003, hearing were the Honorable John W. Snow, 
Secretary, U.S. Department of the Treasury; accompanied by the 
Honorable Pamela F. Olson, Assistant Secretary for Tax Policy, and 
the Honorable Richard H. Clarida, Assistant Secretary for Eco-
nomic Policy. 

The witnesses for the March 5, 2003, and March 6, 2003, hearing 
were experts from the business and academic sectors. The wit-
nesses for the March 11, 2003, hearing were Members of Congress. 

e. Pension Plan Funding Hearing 
On Wednesday, April 30, 2003, the Subcommittee on Select Rev-

enue Measures held a hearing on pension plan funding. The hear-
ing focused on funding rules related to defined benefit pension 
plans and evaluated proposals for replacing the 30-year Treasury 
rate that is used in pension plan calculations. 

f. Hearing on S Corporation Reforms 
On Thursday, June 19, 2003, the Subcommittee on Select Rev-

enue Measures held a hearing on S Corporations. The focus of the 
hearing was to explore the manner in which we regulate S corpora-
tions and the approaches to reform that would allow S corporations 
greater flexibility to access capitol markets. 
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g. Hearing on Pension Security and Defined Benefit Plans 
On Tuesday, July 15, 2003, the Subcommittee on Select Revenue 

Measures held a joint hearing with the Subcommittee on Em-
ployer-Employee Relations of the Committee on Education and the 
Workforce. The focus of the hearing was to examine the Adminis-
tration’s proposal to replace the 30-year Treasury rate with a yield 
curve discount rate and to implement other pension funding re-
forms. 

h. Hearing on Free Electric Filing and the National Taxpayer Advo-
cate Annual Report 

On Thursday, February 13, 2003, the Subcommittee on Oversight 
held a hearing on free electronic filing and the National Taxpayer 
Advocate Annual Report. The hearing focused on the IRS Free Fil-
ing initiative, electronic tax administration, and the National Tax-
payer Advocate’s Annual Report. 

i. Hearing on the Use of Private Collection Agencies to Improve IRS 
Debt Collection 

On Tuesday, May 13, 2003, the Subcommittee on Oversight held 
a hearing on the use of private collection agencies to improve IRS 
Debt Collection. The hearing focused on the Administration’s pro-
posal to use private collection agencies to support the IRS’s collec-
tion efforts. 

j. Hearing on IRS Efforts to Modernize its Computer Systems 
On Thursday, February 12, 2004, the Subcommittee on Oversight 

held a hearing on IRS efforts to modernize its computer systems. 
The hearing focused on the IRS’s efforts to modernize its computer 
systems and independent reviews ordered by IRS Commissioner 
Mark Everson to assess the IRS’s Business Systems Modernization 
program. 

k. Tax Simplification Hearing 
On Tuesday, June 15, 2004, the Subcommittee on Oversight held 

a hearing on tax simplification. Proposals to simplify the tax laws 
that were discussed included: the Houghton simplification package 
which includes bills that would repeal the Alternative Minimum 
Tax, H.R. 4135, the ‘‘Taxation of Minor Children Simplification 
Act,’’ H.R. 4136, the ‘‘Education Tax Credit Simplification Act,’’ 
H.R. 4137, the ‘‘Small Business Tax Modernization Act,’’ H.R. 4138, 
the ‘‘Personal Holding Company Tax Repeal Act,’’ and H.R. 4139, 
the ‘‘State Business Law Tax Conformity Act.’’ 

l. First in a Series of Hearings on Tax Exemption: Pricing Practices 
of Hospitals 

On Tuesday, June 22, 2004, the Subcommittee on Oversight held 
a hearing on pricing practices of hospitals. The focus of the hearing 
examined the lack of transparency in the current hospital pricing 
system. Consumers, including the uninsured, do not have access to 
such information on the costs of medical treatment across hos-
pitals. 
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m. Hearing on the IRS Enforcement of the Reporting of Tip Income 
On Thursday, July 15, 2004, the Subcommittee on Oversight 

held a hearing to review the IRS enforcement of the reporting of 
tip income. The hearing focused on IRS enforcement of tip report-
ing, the progress of the Tip Reporting Determination Agreement 
(TRDA), Tip Reporting Alternative Commitment (TRAC), and Em-
ployer-designed Tip Reporting Alternative Commitment (EmTRAC) 
agreements, proposed legislation addressing the restaurant and 
salon industries, and solutions to increase compliance from employ-
ers and employees in the service industries. 

n. Hearing on Select Tax Issues 
On Thursday, September 23, 2004, the Subcommittee on Select 

Revenue Measures held a hearing on select tax issues. The hearing 
allowed Members of the House who do not sit on the committee on 
Ways and Means to testify on discrete tax legislation in which they 
are interested. 

B. LEGISLATIVE REVIEW OF TRADE ISSUES 

1. BILLS CONSIDERED UNDER TRADE PROMOTION AUTHORITY (TPA) 

a. Legislation 

i. United States-Chile Free Trade Agreement Implementation 
Act 

On July 10, 2003, the Committee informally approved draft legis-
lation to implement the United States-Chile Free Trade Agree-
ment, by voice vote, without amendment. The Committee con-
ducted this informal markup in order to provide advice to the Ad-
ministration on the implementing bill and Statement of Adminis-
trative Action. On July 15, 2003, Majority Leader DeLay intro-
duced (by request) H.R. 2738, the ‘‘United States-Chile Free Trade 
Agreement Implementation Act.’’ On July 17, 2003, the Committee 
held a formal mark-up session to consider H.R. 2738. The Com-
mittee approved the bill and favorably reported H.R. 2738, without 
amendment, by a recorded vote of 33–5. On July 24, 2003, the 
House passed the bill by a recorded vote of 276–152. On July 31, 
2003, the Senate passed H.R. 2738, without amendment, by a re-
corded vote of 65–32. The President signed the bill into law on Au-
gust 3, 2003 (P.L. 108–77). 

ii. United States-Singapore Free Trade Implementation Act 
On July 10, 2003, the Committee informally approved draft legis-

lation to implement the United States-Singapore Free Trade Agree-
ment, by voice vote, without amendment. The Committee con-
ducted this informal markup in order to provide advice to the Ad-
ministration on the implementing bill and Statement of Adminis-
trative Action. On July 15, 2003, Majority Leader DeLay intro-
duced (by request) H.R. 2739, the ‘‘United States-Singapore Free 
Trade Agreement Implementation Act.’’ On July 17, 2003, the Com-
mittee held a formal mark-up session to consider H.R. 2739. The 
Committee approved the bill and favorably reported H.R. 2739, 
without amendment, by a recorded vote of 32–5. On July 24, 2003, 
the House passed the bill by a recorded vote of 272–155. On July 
31, 2003, the Senate passed H.R. 2739, without amendment, by a 
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recorded vote of 66–32. The President signed the bill into law on 
August 3, 2003 (P.L. 108–78). 

iii. United States-Australia Free Trade Implementation Act 
On June 23, 2004, the Committee informally approved draft leg-

islation to implement the United States-Australia Free Trade 
Agreement, by voice vote, without amendment. The Committee con-
ducted this informal markup in order to provide advice to the Ad-
ministration on the implementing bill and Statement of Adminis-
trative Action. On July 6, 2004, Majority Leader DeLay introduced 
(by request) H.R. 4759, the ‘‘United States-Australia Free Trade 
Agreement Implementation Act.’’ On July 8, 2004, the Committee 
held a formal mark-up session to consider H.R. 4759. The Com-
mittee approved the bill and favorably reported H.R. 4759, by voice 
vote, without amendment. On July 14, 2004, the House passed the 
bill by a recorded vote of 314–109, 1 Present. On July 15, 2004, the 
Senate passed H.R. 4759, without amendment, by a recorded vote 
of 80–16. The President signed the bill into law on August 3, 2004 
(P.L. 108–286). 

iv. United States-Morocco Free Trade Implementation Act 
On July 14, 2004, the Committee informally approved draft legis-

lation to implement the United States-Morocco Free Trade Agree-
ment, by a roll call vote of 23–1, with one Member voting present, 
without amendment. The Committee conducted this informal mark-
up in order to provide advice to the Administration on the imple-
menting bill and Statement of Administrative Action. On July 15, 
2004, Majority Leader DeLay introduced (by request) H.R. 4842, 
the ‘‘United States-Morocco Free Trade Agreement Implementation 
Act.’’ On July 20, 2004, the Committee held a formal mark-up ses-
sion to consider H.R. 4842. The Committee approved the bill and 
favorably reported H.R. 4842, without amendment, by a recorded 
vote of 26–0. On July 22, 2004, the House passed the bill by a re-
corded vote of 323–99. On July 22, 2004, the Senate passed H.R. 
4842, without amendment, by unanimous consent. The President 
signed the bill into law on August 17, 2004 (P.L. 108–302). 

b. Hearings 
i. On June 10, 2003, the Subcommittee held a hearing on imple-

mentation of the United States bilateral free trade agreements 
with Chile and Singapore. The Chile and Singapore Free Trade 
Agreements (FTAs) were the first trade agreements considered by 
the Congress under the procedures outlined in TPA. Witnesses at 
the hearing included Deputy United States Trade Representative 
Peter Allgeier and representatives from the business community, 
labor unions, and non-governmental organizations. The hearing fo-
cused on Congressional consideration of the Chile and Singapore 
FTAs and the benefits that both agreements bring to American 
businesses, farmers, workers, and the U.S. economy. 

ii. On June 16, 2004, the Committee held a hearing on imple-
mentation of the United States bilateral free trade agreement with 
Australia. The agreement was signed on May 18, 2004, by Ambas-
sador Zoellick and Australian Trade Minister Mark Vaile. Wit-
nesses at the hearing included Deputy United States Trade Rep-
resentative Josette Sheeran Shiner and Chief Agricultural Nego-
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tiator in the Office of the United States Trade Representative, 
Allen Johnson, as well as representatives from the business com-
munity. The hearing focused on Congressional consideration of the 
United States-Australia FTA and the benefits that the agreement 
brings to American businesses, farmers, workers, consumers, and 
the U.S. economy. 

iii. On July 7, 2004, the Committee held a hearing on implemen-
tation of the United States bilateral free trade agreement with Mo-
rocco. The United States-Morocco FTA was the fourth trade agree-
ment considered by the Congress under the procedures outlined in 
TPA. Witnesses at the hearing included Deputy United States 
Trade Representative Peter Allgeier and representatives from the 
business community and non-governmental organizations. The 
hearing focused on Congressional consideration of the United 
States-Morocco FTA and the benefits that the agreement brings to 
American businesses, farmers, workers, and the U.S. economy. 

c. Reports 
In June 2003, the Committee received from the International 

Trade Commission (ITC) the report entitled ‘‘U.S.-Chile Free Trade 
Agreement: Potential Economywide and Selected Sectoral Effects’’ 
(Investigation No. TA–2104–5 (Publication 3605; June 2003)). The 
ITC found that the FTA’s most important benefits address non-tar-
iff barriers and thus are not easily quantified or observed. The ITC 
predicted that the reduction of both tariffs and non-tariff barriers 
under the FTA could result in increased U.S. exports of construc-
tion and mining machinery, motor vehicles, and telecommuni-
cations equipment, and increased U.S. imports of avocados, pre-
pared and preserved fruit, and methanol. 

In June 2003, the Committee received from the ITC the report 
entitled ‘‘U.S.-Singapore Free Trade Agreement: Potential Economy 
Wide and Selected Sectoral Effects’’ (Investigation No. TA–2104–6 
(Publication 3603; June 2003)). The ITC found that the FTA’s most 
important benefits address non-tariff barriers and, thus, are not 
easily quantified or observed. 

In August 2003, the Committee received from the ITC the report 
entitled ‘‘The Impact of Trade Agreements: Effect of the Tokyo 
Round, U.S.-Israel FTA, U.S.-Canada FTA, NAFTA, and the Uru-
guay Round on the U.S. Economy’’ (Investigation No. TA–2111–1 
(Publication 3621; August 2003)). This report was required by sec-
tion 2111 of the Trade Act of 2002. 

In May 2004, the Committee received from the ITC the report 
entitled ‘‘U.S.-Australia Free Trade Agreement: Potential 
Economywide and Selected Sectoral Effects’’ (Investigation No. TA– 
2104–11 (Publication 3697; May 2004)). The ITC found that the 
FTA’s quantifiable benefits are related to the immediate reciprocal 
tariff elimination on a large number of agricultural and manufac-
turing goods and on virtually all manufactured goods. The ITC also 
observed that the FTA includes specific obligations in areas such 
as intellectual property, services, investment, and telecommuni-
cations, which may cause U.S. companies to be more likely to use 
Australia as their base for expanded Asian operations. The ITC 
predicted that the FTA would increase the overall U.S. welfare in 
the range of $434.8 million to $639.4 million; exports are estimated 
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to increase by $1.5 billion and imports would increase by $1.2 bil-
lion, with a minimal impact on employment and output. 

In June 2004, the Committee received from the ITC the report 
entitled ‘‘U.S.-Morocco Free Trade Agreement: Potential 
Economywide and Selected Sectoral Effects’’ (Investigation No. TA 
2104–14 (Publication 3704)). The ITC found the quantifiable bene-
fits of the U.S.-Morocco FTA are related to the immediate recip-
rocal tariff elimination, including the immediate elimination of du-
ties on more than 90 percent of the value of current bilateral trade 
in consumer and industrial products. In addition, the ITC found it 
likely that the competitiveness of U.S. manufacturers and farmers 
will increase in the Moroccan market especially in comparison to 
suppliers from the European Union—with which Morocco already 
has a reciprocal trade agreement. Furthermore, the ITC estimated 
U.S. exports to Morocco are likely to increase by $740.0 million, 
and U.S. imports from Morocco are likely to increase by $198.6 mil-
lion after full implementation of the FTA, with a minimal impact 
on U.S. employment and output. 

In August 2004, the Committee received from the ITC the report 
entitled ‘‘U.S.-Central America-Dominican Republic Free Trade 
Agreement: Potential Economywide and Selected Sectoral Effects’’ 
(Investigation No. TA 2104–13 (Publication 3717)). 

In October 2004, the Committee received from the ITC the report 
entitled ‘‘U.S. Bahrain Free Trade Agreement: Potential 
Economywide and Selected Sectoral Effects’’ (Investigation No. TA– 
2104–15 (Publication 3726)). 

2. WORLD TRADE ORGANIZATION (WTO) 

a. Cancun Codel (September 10–13, 2003) 
On September 10–13, 2003, Chairman Thomas led a bipartisan 

delegation of Members of Congress to Cancun to monitor the 
WTO’s Cancun Ministerial Conference, consult with U.S. trade offi-
cials during the negotiations, and discuss trade issues with foreign 
delegates and WTO officials. Members met with delegations from 
Australia, New Zealand, the European Union, Ecuador, Africa, and 
Brazil. An important objective of the meetings was to highlight the 
importance that Members of Congress place on trade and especially 
on the need for trade liberalization in the agricultural sector. 

b. Geneva Staffdel (February 17–21, 2003) 
On February 17–21, 2003, a bipartisan delegation of staff from 

the Committee on Ways and Means and the Senate Committee on 
Finance participated in an oversight trip to the WTO headquarters 
in Geneva, Switzerland. The delegation met with foreign represent-
atives to the WTO from various countries including China, Chile, 
Australia, Lesotho, Mexico, New Zealand, India, and Singapore, 
and with various WTO officials. The staff delegation discussed mat-
ters related to the September WTO Ministerial scheduled for 
Cancun and the trade positions of various countries in the negotia-
tions in the Doha Round. 
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1 Effective July 7, 2004, the GAO’s legal name became the Government Accountability Office, 
in accordance to the ‘‘GAO Human Capital Reform Act of 2004,’’ P.L. 108–271, 118 Stat. 811 
(2004). 

c. Reports 
On July 30, 2003, the Committee received from the General Ac-

counting Office (GAO) 1 the report entitled ‘‘World Trade Organiza-
tion: Standard of Review and Impact of Trade Remedy Rulings’’ 
(GAO–03–824). The GAO report found that the WTO generally re-
jected members’ decisions to impose trade remedies in the 25 trade 
remedy disputes resolved from 1995 through 2002. Overall, the 
GAO found that WTO rulings resulted in few changes to members’ 
laws, regulations, and practices but had a relatively greater impact 
on those of the United States. U.S. agencies stated that WTO rul-
ings have not yet significantly impaired their ability to impose 
trade remedies. Of the legal experts the GAO consulted, a majority 
concluded that the WTO has properly applied standards of review 
and correctly ruled on major trade remedy issues. However, a sig-
nificant minority strongly disagreed with these conclusions. None-
theless, the experts almost unanimously agreed that the WTO was 
not treating the United States any differently than other members. 

Section 2105 of the Trade Act of 2002 required the Secretary of 
Commerce, in consultation with the Secretary of State, the Sec-
retary of the Treasury, the Attorney General, and the United 
States Trade Representative, to transmit to the Congress a report 
setting forth the strategy of the executive branch to address con-
cerns of the Congress regarding whether dispute settlement panels 
and the Appellate Body of the WTO have added to obligations, or 
diminished rights, of the United States, as described in section 
2101(b)(3) of the Act. This report was submitted to the Congress on 
December 30, 2002. The report found that the WTO dispute settle-
ment system has worked to the benefit of the United States, pro-
viding a means to enforce U.S. rights and contributing to greater 
compliance by WTO Members. The system has generally handled 
disputes expeditiously and with professionalism. At the same time, 
however, certain aspects of the dispute settlement system have 
raised concerns, including those identified by the Congress in con-
nection with decisions involving U.S. trade remedies and safe-
guards. 

In January 2004, the Committee received from the GAO the re-
port entitled ‘‘World Trade Organization: Cancun Ministerial Fails 
to Move Global Trade Negotiations Forward; Next Steps Uncertain’’ 
(GAO–04–250). Consistent with the views of most observers of the 
Ministerial, the GAO reported on the sharp divisions among the 
participants on many issues, particularly on agriculture. The GAO 
noted factors leading to the impasse at Cancun such as (1) the com-
plexity of the agenda, (2) demands by some participants to add 
new, divisive issues such as investment, trade facilitation, govern-
ment procurement, and competition, (3) inadequate willingness of 
some participants to cut agricultural subsidies, and (4) demands for 
special and differential treatment by broad groups of countries. The 
GAO informally reported to the Committee on the significant 
progress made in the negotiations during early 2004 that produced 
a framework agreement for further negotiations in August 2004. 
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The GAO continues to monitor negotiations for the Committee and 
will produce an interim status report in May 2005. 

3. BILATERAL AND REGIONAL ISSUES 

a. Africa (See discussion ahead in Free Trade Agreements section) 

i. H.R. 4103, the ‘‘AGOA Acceleration Act of 2004’’ 
On April 1, 2004, Chairman Thomas introduced H.R. 4103, the 

‘‘AGOA Acceleration Act of 2004,’’ together with Representatives 
Crane, Rangel, Houghton, Dunn, Weller, K. Brady, McDermott, 
Neal, Jefferson, Royce, and Payne. The bill extends the existing 
AGOA program until 2015, extends third-country fabric benefits for 
lesser developed countries until 2007 with a phase-down in year 
three, and encourages the President to support African develop-
ment in transportation, energy, agriculture, and telecommuni-
cations infrastructure. The bill also improves the rules of origin for 
AGOA beneficiaries by permitting use of certain third-country com-
ponents and increasing the de minimis threshold from seven per-
cent to ten percent. The Committee favorably reported H.R. 4103 
to the House on May 5, 2004. 

Chairman Hyde wrote to Chairman Thomas on May 19, 2004, re-
garding a provision within the jurisdiction of the Committee on 
International Relations that would provide certain assistance to 
certain African nations; Chairman Hyde stated that his committee 
would forgo any action on the bill to expedite the bill’s consider-
ation by the House. Chairman Thomas responded by acknowl-
edging the jurisdictional claim stated by Chairman Hyde. The 
House passed the bill, as amended, on June 14, 2004, by voice vote. 
The Senate passed the bill without amendment by unanimous con-
sent on June 24, 2004, and the President signed the bill into law 
on July 13, 2004 (P.L. 108–274). 

ii. Hearings 
On April 29, 2004, the Subcommittee on Trade held a hearing on 

trade with sub-Saharan Africa and H.R. 4103, the ‘‘AGOA Accelera-
tion Act of 2004.’’ Representatives from several African nations tes-
tified as witnesses at the hearing in support of H.R. 4103. Other 
witnesses included representatives from businesses and other non- 
government organizations involved in trade with Africa. The hear-
ing explored the impact of the AGOA law on trade and develop-
ment in Africa, past administrative problems with implementing 
the law, and ideas to encourage infrastructure improvements and 
to generally accelerate the goals of the program. In addition, the 
hearing explored provisions of H.R. 4103, the AGOA Acceleration 
Act. 

iii. Africa Codel (January 12–23, 2003) 
On January 12–23, 2003, Chairman Thomas led a bipartisan del-

egation of Members of Congress to an international forum estab-
lished in the Africa Growth and Opportunity Act (AGOA) which 
was signed into law in 2000 (P.L. 106–200). The delegation visited 
Namibia, South Africa, Madagascar, and Mauritius and toured sev-
eral new firms established as a result of the trade benefits created 
by AGOA. The delegation participated in several speaking and dis-
cussion events at the AGOA forum in Mauritius. In January 2003, 
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the Committee filed its ‘‘Report on Trade Mission to Sub-Saharan 
Africa’’ (WMCP: 108–2). 

iv. Reports 
As required by title I of the Trade and Development Act of 2000, 

the President submitted to the Committee on Ways and Means his 
annual report on U.S. Trade and Investment Policy Toward sub-Sa-
haran Africa on May 2, 2003. The report gives an economic and 
trade overview of sub-Saharan African countries and identifies ef-
forts by the U.S. Government to provide trade capacity building 
and technical assistance to these countries. The report also pro-
vides an analysis of the impact of the AGOA legislation on each of 
the sub-Saharan countries. 

b. Free Trade Area of the Americas 

i. GAO reports 
On April 11, 2003, the Committee received from the GAO the re-

port entitled ‘‘Free Trade Area of the Americas: Negotiations 
Progress, but Successful Ministerial Hinges on Intensified U.S. 
Preparations’’ (GAO–03–560). The GAO found that USTR, which is 
responsible for co-chairing the Free Trade Area of the Americas 
(FTAA) negotiations and hosting the November 2003 ministerial 
meeting, faces challenges to its readiness to assume these respon-
sibilities. The GAO also concluded that during the final negotiating 
phase, achieving improved market access for the 34 nations is 
paramount, but it may be difficult for countries to make ambitious 
offers to lower tariffs and other trade barriers. Another challenge 
involves how to deal with agriculture subsidies, which is being ne-
gotiated at the WTO. 

On May 13, 2003, the Committee received from the GAO the re-
port entitled ‘‘Free Trade Area of the Americas: United States 
Faces Challenges as Co-Chair of Final Negotiating Phase and Host 
of November 2003 Ministerial’’ (GAO–03–700T). The GAO found 
that the United States faces several challenges as co-chair of the 
final phase of FTAA negotiations. First, USTR, which was respon-
sible for co-chairing the negotiations and hosting the November 
2003 ministerial, had not added appreciably to its staff despite the 
sharply increased workload. Second, the goals of the final phase— 
such as achieving improved market access for the 34 nations—are 
ambitious and require serious, substantive trade-offs. Finally, the 
negotiations are proceeding on the same timeline as several other 
complex trade negotiations involving the United States. 

ii. Miami Staffdel 
On November 18–21, 2003, a bipartisan delegation of staff from 

the House Committees on Ways and Means and Agriculture and 
the Senate Committee on Finance traveled to Miami to monitor 
and consult with U.S. trade officials during the 8th Ministerial 
meetings for the Free Trade Area of the Americas negotiations and 
to discuss trade issues with foreign delegates. Staff met with dele-
gations from Brazil, Colombia, Peru, and Panama. An important 
objective of the meetings was to highlight the importance that 
Members of Congress place on a comprehensive and ambitious 
FTAA. 
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c. Free Trade Agreements 

i. Completed Agreements 

Chile 
Negotiations for the U.S.–Chile Free Trade Agreement were con-

cluded in December 2002. As noted above, the President signed the 
implementing legislation into law on August 3, 2003 (P.L. 108–77). 

Singapore 
Negotiations for the U.S.–Singapore Free Trade Agreement were 

concluded in January 2003. As noted above, the President signed 
the implementing legislation into law on August 3, 2003 (P.L. 108– 
78). 

Australia 
Negotiations for the U.S.–Australia Free Trade Agreement were 

concluded in February 2004. As noted above, the President signed 
the implementing legislation into law on August 3, 2004 (P.L. 108– 
286). 

Morocco 
Negotiations for the U.S.–Morocco Free Trade Agreement were 

concluded in March 2004. As noted above, the President signed the 
implementing legislation into law on August 17, 2004 (P.L. 108– 
302). 

Central America Free Trade Agreement 
On October 1, 2002, Ambassador Zoellick notified the Congress 

of his intention to initiate free trade agreement negotiations with 
the five member countries of the Central American Economic Inte-
gration System (Costa Rica, El Salvador, Guatemala, Honduras, 
and Nicaragua). On December 17, 2003, USTR announced comple-
tion of an agreement with El Salvador, Guatemala, Honduras, and 
Nicaragua. On January 25, 2004, USTR announced completion of 
negotiations to include Costa Rica in the Central America Free 
Trade Agreement (CAFTA). On May 28, 2004, the agreement was 
signed. 

Dominican Republic 
On August 4, 2003, Ambassador Zoellick notified the Congress of 

his intention to initiate free trade agreement negotiations with the 
Dominican Republic and to integrate the agreement with the Do-
minican Republic into the agreement the United States is negoti-
ating with Central America. USTR planned to present the Con-
gress one free trade agreement covering both the Dominican Re-
public and Central America. On March 15, 2003, USTR announced 
completion of negotiations to integrate the Dominican Republic into 
the CAFTA. On May 28, 2004, the CAFTA was signed by Costa 
Rica, El Salvador, Guatemala, Honduras, Nicaragua, and the 
United States. On August 5, 2004, an agreement integrating the 
Dominican Republic into the CAFTA was signed by Costa Rica, El 
Salvador, Guatemala, Honduras, Nicaragua, the Dominican Repub-
lic, and the United States. In October 2004, the Dominican Repub-
lic passed legislation that imposed a 25 percent tax on beverages 
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made with high fructose corn syrup. On November 16, 2004, Am-
bassador Zoellick notified the House Ways and Means Committee 
that he was taking steps to take Congressional action on the 
CAFTA without the Dominican Republic, if necessary, including 
preparing a text that excludes the Dominican Republic and re-
questing that the International Trade Commission assess the likely 
economic impact of the CAFTA. 

Bahrain 
In 2001, the United States and Bahrain signed a Bilateral In-

vestment Treaty that provides assurances to investors of both coun-
tries that their property rights will be respected. In 2002, the 
United States and Bahrain began working to promote closer eco-
nomic ties through a bilateral Trade and Investment Framework 
Agreement (TIFA). On August 4, 2003, Ambassador Zoellick noti-
fied the Congress of his intention to initiate free trade agreement 
negotiations with Bahrain. This agreement is designed to advance 
economic reforms and openness in the Middle East and make 
progress towards a Middle East Free Trade Area, building on an 
existing free trade agreement with Jordan and negotiations under-
way for a free trade agreement with Morocco. Negotiations were 
launched on January 26, 2004, and concluded on May 27, 2004. 
The agreement was signed on September 14, 2004. 

On July 22, 2004, the National Commission on Terrorist Attacks 
Upon the United States (the ‘‘9–11 Commission’’), an independent, 
bipartisan commission created by legislation, released its report. 
The Commission mentioned the free trade agreement with Bahrain 
as a potential part of a comprehensive strategy to counter ter-
rorism, stating: 

The U.S. government has announced the goal of working toward 
a Middle East Free Trade Area, or MEFTA, by 2013. The United 
States has been seeking comprehensive free trade agreements 
(FTAs) with the Middle Eastern nations most firmly on the path 
to reform. The U.S.-Israeli FTA was enacted in 1985, and Congress 
implemented an FTA with Jordan in 2001. Both agreements have 
expanded trade and investment, thereby supporting domestic eco-
nomic reform. In 2004, new FTAs were signed with Morocco and 
Bahrain, and are awaiting congressional approval. These models 
are drawing the interest of their neighbors. Muslim countries can 
become full participants in the rules-based global trading system, 
as the United States considers lowering its trade barriers with the 
poorest Arab nations. Recommendation: A comprehensive U.S. 
strategy to counter terrorism should include economic policies that 
encourage development, more open societies, and opportunities for 
people to improve the lives of their families and to enhance pros-
pects for their children’s future. 

ii. Ongoing Negotiations 

Southern African Customs Union 
Pursuant to Sense of Congress language in the Africa Growth 

and Opportunities Act of 2000, Ambassador Zoellick notified Con-
gress on November 4, 2002, of the Administration’s intent to enter 
into free trade agreement negotiations with the SACU countries 
(South Africa, Lesotho, Swaziland, Botswana, and Namibia). Nego-
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tiations between the United States and the SACU countries were 
launched on June 2, 2003 in Pretoria, South Africa. 

Andean Countries (Bolivia, Colombia, Ecuador, and Peru) 
On November 18, 2003, Ambassador Zoellick formally notified 

Congress, on behalf of President Bush, of the Administration’s in-
tent to initiate negotiations for a free trade agreement with Bolivia, 
Colombia, Ecuador, and Peru. FTA negotiations began in May 2004 
with Colombia, Ecuador, and Peru. Bolivia is an observer in the ne-
gotiations. 

Panama 
On November 18, 2003, Ambassador Zoellick formally notified 

the Congress, on behalf of President Bush, of the Administration’s 
intent to initiate free trade agreement negotiations with Panama. 
Negotiations were launched on April 26, 2004, and could conclude 
in early 2005. 

Thailand 
On February 12, 2004, Ambassador Zoellick formally notified 

Congress of the Administration’s intent to negotiate an FTA with 
Thailand. The first round of negotiations was held in June 2004. 

Oman 
The United States signed a Trade and Investment Framework 

Agreement (TIFA) with Oman on July 7, 2004. On November 15, 
2004, following a visit by a bipartisan delegation of Members of 
Congress led by Chairman Thomas to Oman (see discussion below), 
Ambassador Zoellick formally notified the Congress of the Adminis-
tration’s intention to initiate free trade agreement negotiations 
with Oman. A free trade agreement with Oman is part of the goal 
announced by the President to form a Middle East Free Trade Area 
by 2013. Negotiations are expected to begin in February or March 
of 2005. 

United Arab Emirates (UAE) 
The United States signed a Trade and Investment Framework 

Agreement (TIFA) with the UAE on March 15, 2004. On November 
15, 2004, Ambassador Zoellick formally notified the Congress of the 
Administration’s intention to initiate free trade agreement negotia-
tions with the UAE. A free trade agreement with the UAE is part 
of the goal announced by the President to form a Middle East Free 
Trade Area by 2013. Negotiations are expected to begin in Feb-
ruary or March of 2005. 

iii. Codel to North Africa and the Middle East (November 4– 
12, 2004) 

On November 4–12, 2004, Chairman Thomas led a bipartisan 
delegation of Committee Members to Tunisia, Jordan, Oman, and 
Egypt. The focus of the delegation’s trip included trade, invest-
ment, and security issues in the region. The delegation held meet-
ings with government officials and members of the business com-
munity and toured facilities that had received assistance from 
USAID and facilities relying on Free Trade Agreement or Qualified 
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Industrial Zone benefits. In December 2004, the Committee filed its 
‘‘Report on Trade Mission to Tunisia, Jordan, Oman, and Egypt.’’ 

a. China 

i. Resolution 
On October 28, 2003, Representative Phil English introduced H. 

Res. 414, a bill to encourage the People’s Republic of China to ful-
fill its commitments under international trade agreements, support 
the United States manufacturing sector, and establish monetary 
and financial market reforms. The resolution, which was referred 
to the Committee, urged Chinese leaders to modernize China’s fi-
nancial system, establish a more flexible exchange rate, and comply 
with China’s trade agreement obligations. On October 29, 2003, the 
House suspended the rules, and the bill was passed by a recorded 
vote of 411–1. 

On March 24, 2004, Representative Diane Watson introduced H. 
Res. 576, a bill to encourage the People’s Republic of China to im-
prove the protection of intellectual property rights. The bill con-
tained provisions in the jurisdiction of the Committee. The resolu-
tion was amended to omit these provisions, and H. Res. 576, as 
amended, passed the House on July 14, 2004, by a recorded vote 
of 416–3. 

ii. Hearing 
On October 30 and October 31, 2003, the Committee held a two- 

day hearing on United States–China economic relations and Chi-
na’s role in the economy. During the hearing, the Committee re-
ceived testimony from witnesses from the Administration, the 
International Trade Commission, the GAO, the Congressional 
Budget Office, and private sector interests. The hearing focused on 
(1) implementation of China’s WTO accession commitments; (2) 
trade relations between the United States and China; (3) China’s 
currency management; and (4) the relationship between trade with 
China and the U.S. economy. 

iii. GAO activities 
On March 31, 2003, the Committee received from the GAO a re-

port entitled ‘‘World Trade Organization: First-Year U.S. Efforts to 
Monitor China’s Compliance’’ (GAO–03–461), as requested by 
Chairman Thomas. GAO reported that the U.S. Trade Representa-
tive and the U.S. Departments of Agriculture, Commerce, and 
State made various changes to monitor China’s efforts to comply 
with its WTO obligations. These agencies reorganized or estab-
lished intra-agency teams to coordinate oversight of China’s compli-
ance, increased staff in China-related units, and identified these 
changes in performance and strategic plans. GAO identified the 
challenges of monitoring China’s complex and technical new obliga-
tions and the limited results of the WTO’s initial trade policy re-
view of China. 

On June 13, 2003, the Committee received from the GAO a re-
port entitled ‘‘GAO’s Electronic Database of China’s World Trade 
Organization Commitments’’ (GAO–03–797R), as requested by 
Chairman Thomas. GAO reported on the public release of its new 
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electronic database with search capabilities on over 700 individual 
commitments made by China in its WTO Accession Agreement. 

On October 30, 2003, the Committee received from the GAO a re-
port entitled ‘‘World Trade Organization: Ensuring China’s Compli-
ance Requires a Sustained and Multifaceted Approach’’ (GAO–04– 
172T), as requested by Chairman Thomas. GAO reported on the 
compliance challenges associated with the scope and complexity of 
China’s WTO commitments and the efforts to date of key players 
involved in ensuring China’s compliance with its WTO obligations 
including the executive branch, Congress, the private sector, and 
the WTO and its members. 

On October 2004, the Committee received from the GAO a report 
entitled ‘‘U.S.-China Trade: Opportunities to Improve U.S. Govern-
ment Efforts to Ensure China’s Compliance with World Trade Or-
ganization Commitments’’ (GAO–05–53), as requested by Chairman 
Thomas. The GAO reported on the Administration’s use of high- 
level bilateral engagement to address trade disputes, its effective 
interagency coordination on policy, the need for agencies’ improve-
ment in training personnel engaged in compliance activities, and 
the need for improvements in agencies’ tracking results. 

The State Department responded to these recommendations by 
the GAO in a letter to Chairman Thomas on December 7, 2004. 
The State Department will implement new performance goals and 
reporting guidelines, and the next State Department Mission Per-
formance Plan will reflect these new guidelines. In addition, the 
State Department acknowledges the need to improve monitoring of 
China’s WTO commitments through improved staff management. 

In March 2004, the Committee received from the GAO a report 
entitled ‘‘World Trade Organization: U.S. Companies’ Views on Chi-
na’s Implementation of Its Commitments’’ (GAO–04–508), as re-
quested by Chairman Thomas. The GAO surveyed U.S. companies 
that had a presence in China and summarized the findings. The 
GAO found that two-thirds of U.S. companies had a positive view 
of China’s implementation of its commitments while about 30 per-
cent of companies saw little or no impact. About two percent had 
a negative reaction to China’s implementation. The key areas of 
China’s actions that are of importance to U.S. companies are: (1) 
standards, certifications, registration, and testing requirements; (2) 
customs procedures and inspection practices; (3) intellectual prop-
erty rights protections; (4) lowering tariffs, fees, and charges as re-
quired by China’s WTO Accession Agreement; and (5) consistent 
application of laws, regulations, and practices. 

b. Armenia 
On February 4, 2003, Representatives Joe Knollenberg and 

Frank Pallone, Jr., co-Chairmen of the Congressional Caucus on 
Armenian Issues, introduced H.R. 528, a bill to authorize the ex-
tension of nondiscriminatory treatment (permanent normal trade 
relations, or PNTR) to the products of Armenia. On March 5, 2003, 
Trade Subcommittee Chairman Crane requested written public 
comments for the record from all parties interested in the extension 
of PNTR treatment to products from Armenia. On November 19, 
2003, Chairman Thomas introduced H.R. 3521, the ‘‘Tax Relief Ex-
tension Act of 2003,’’ a bill to extend certain expiring provisions. 
The bill contained a provision granting PNTR treatment to prod-
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ucts from Armenia. The House passed H.R. 3521 on November 20, 
2003, by voice vote, and the bill was received by the Senate and 
referred to the Senate Committee on Finance. A provision granting 
PNTR to products from Armenia was included in the conference re-
port for H.R. 1047, the ‘‘Miscellaneous Trade and Technical Correc-
tions Act of 2004,’’ which was signed by the President on December 
3, 2004 (P.L. 108–429). See below for further discussion of P.L. 
108–429. 

c. Moldova 
On March 5, 2003, Trade Subcommittee Chairman Crane re-

quested written public comments for the record from all parties in-
terested in the extension of permanent normal trade relations 
(PNTR) treatment to products from Moldova. No further action was 
taken. 

d. Laos 
Laos did not receive Normal Trade Relations (NTR) status be-

cause it is included in the Harmonized Tariff Schedule (HTS) of the 
United States in General Note 3(b) on the list of countries whose 
products are subject to column 2 (non-NTR) tariff rates. On March 
5, 2003, Trade Subcommittee Chairman Crane requested written 
public comments for the record from all parties interested in the 
extension of permanent normal trade relations (PNTR) treatment 
to products from Laos. A provision granting NTR to products from 
Laos was included in the conference report for H.R. 1047, the ‘‘Mis-
cellaneous Trade and Technical Corrections Act of 2004,’’ which 
was signed by the President on December 3, 2004 (P.L. 108–429). 
See below for further discussion of P.L. 108–429. 

e. Burma (Myanmar) 
On June 4, 2003, Representative Lantos introduced H.R. 2330, 

the ‘‘Burmese Freedom and Democracy Act of 2003,’’ to sanction 
the ruling Burmese military junta, strengthen Burma’s democratic 
forces, and support and recognize the National League of Democ-
racy as the legitimate representative of the Burmese people. On 
July 8, 2003, Chairman Thomas sent a letter to International Rela-
tions Committee Chairman Hyde asserting the jurisdiction of the 
Committee on Ways and Means over certain of these provisions 
and agreeing to forego consideration of the bill because provisions 
sought by the Committee had been included in the Manager’s 
Amendment to the bill. On July 15, 2003, H.R. 2330 was approved 
under a suspension of the rules by a recorded vote of 418–2, with 
1 present vote. On July 16, 2003, the bill passed the Senate, with-
out amendment, by a recorded vote of 94–1. The President signed 
H.R. 2330 into law on July 28, 2003 (P.L. 108–61). 

Among other things, the legislation prohibits the importation 
into the United States of any article that is a product of Burma 
(Myanmar) until the President determines and certifies to Congress 
that Burma has met certain conditions, including that: (1) the 
State Peace and Development Council (SPDC) has made substan-
tial and measurable progress to end violations of internationally 
recognized human rights; (2) the SPDC has made measurable and 
substantial progress toward implementing a democratic govern-
ment; and (3) Burma has not been designated as a country that 
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has failed demonstrably to make substantial efforts to adhere to its 
obligations under international counter-narcotics agreements and 
to take other effective counter narcotics measures. The law author-
izes the President to waive such requirements if it is in the U.S. 
national interest. The import restrictions expire one year after en-
actment unless renewed by Congress with a joint resolution meet-
ing certain requirements. 

On June 3, 2004, Representatives Lantos and Thomas introduced 
H.J. Res. 97 to approve the renewal for one year of import restric-
tions contained in P.L. 108–61. On June 14, 2004, H.J. Res. 97 was 
approved by the House under a suspension of the rules by a re-
corded vote of 372–2. On June 24, 2004, the bill passed the Senate 
without amendment by a recorded vote of 96–1. The President 
signed H.J. Res. 97 into law on July 7, 2004 (P.L. 108–272). The 
import restrictions contained in P.L. 108–61 expire completely after 
three years. 

f. Micronesia 
On July 8, 2003, Representative Leach introduced H.J. Res. 63, 

the ‘‘Compact of Free Association Amendments Act of 2003.’’ This 
measure, which was the authorizing and implementing language 
for the partially renegotiated Compacts of Association between the 
United States and the Federated States of Micronesia and the Re-
public of the Marshall Islands, contained provisions within the ju-
risdiction of the Committee on Ways and Means. On September 24, 
2003, Chairman Thomas and International Relations Committee 
Chairman Hyde exchanged letters acknowledging the jurisdiction 
of the Committee on Ways and Means over these provisions and 
agreeing to forego the Committee on Ways and Means’ consider-
ation of the bill. On October 28, 2003, H.J. Res. 63 was approved 
under suspension of the rules by voice vote. The Senate approved 
H.J. Res. 63, with amendments, on November 6, 2003. On Novem-
ber 20, 2003, the House approved the Senate amendments under 
suspension of the rules by a recorded vote of 417–2. The President 
signed the measure into law on December 17, 2003 (P.L. 108–188). 

g. Haiti 

i. Legislation 
Haiti is currently eligible for trade preferences under the Carib-

bean Basin Economic Recovery Act (P.L. 98–67, P.L. 106–200, and 
P.L. 107–210). Several bills were introduced in the House and Sen-
ate in the 108th Congress to grant additional trade preferences to 
Haiti, including H.R. 1031, the ‘‘Haiti Economic Recovery Oppor-
tunity Act of 2003,’’ H.R. 4889, the ‘‘Haiti Economic Recovery Op-
portunity Act of 2004,’’ S. 489, the ‘‘Haiti Economic Recovery Op-
portunity Act of 2003,’’ and S. 2261, the ‘‘Haiti Economic Recovery 
Opportunity Act of 2004.’’ On July 16, 2004, the Senate passed by 
unanimous consent S. 2261. No further formal action was taken. 

ii. Hearing 
On September 22, 2004, the Subcommittee held a hearing on pos-

sible expansions of trade preferences for Haiti. Witnesses at the 
hearing included Senators DeWine and Graham, as well as rep-
resentatives from the retail, textile and apparel, and auto parts 
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sectors and a labor union. The hearing focused on whether to pro-
vide additional trade preferences for Haiti and the impact on trade 
and development in Haiti and on the United States and regional 
textile and apparel industries. 

4. STEEL 

Section 201 of the Trade Act of 1974 allows the President to take 
action, including import relief, to assist a domestic industry seri-
ously injured by imports to make a positive adjustment to import 
competition. On March 5, 2002, the President announced safeguard 
measures on ten categories of steel imports and imposed tariffs 
ranging from 8 to 30 percent. Slab imports were subject to a Tariff 
Rate Quota. The President excluded from the remedy imports from 
free trade agreement partners (Canada, Mexico, Jordan, and Israel) 
and certain developing countries that ship less than 3 percent of 
total imports for each product category. The safeguard measures 
took effect on March 20, 2002, and were to be phased down over 
three years and one day. On December 4, 2003, pursuant to section 
204(b) of the Trade Act of 1974, the President determined that the 
effectiveness of the safeguard action had been impaired by changed 
economic circumstances, and he repealed the tariffs. 

a. Hearing on the Impact of the Steel Safeguard Action 
On March 26, 2003, the Subcommittee on Trade held a hearing 

on the impact of the section 201 safeguard actions on certain steel 
products. The hearing focused on changes in employment, wages, 
profitability, sales, productivity, and capital investment of steel 
consuming industries as a result of the safeguard action, whether 
the safeguard remedies affected steel prices and availability in the 
United States, and the effects of the safeguard on the domestic 
steel industry and the industry’s efforts to restructure. Witnesses 
included representatives from small and large steel consuming 
businesses, U.S. steel producers, economic and financial analysts 
knowledgeable on the steel industry, and unions. 

b. U.S. International Trade Commission Reports on the Steel Safe-
guard Action 

When a section 201 safeguard action is taken, section 204 of the 
Trade Act of 1974 requires the U.S. International Trade Commis-
sion (ITC) to monitor developments with respect to the domestic in-
dustry, including the progress and specific efforts made by workers 
and firms in the domestic industry to make a positive adjustment 
to import competition. Because the safeguard remedy on steel was 
scheduled to be in effect for three years and one day, the ITC was 
required to conduct a mid-term review, hold a hearing, and include 
in the review: (1) a report on the monitoring mentioned above; and 
(2) its judgment as to the probable economic effect on the industry 
concerned of any reduction, modification, or termination of the ac-
tion taken. 

In order to provide a comprehensive assessment of the impact of 
the steel safeguard measures on the U.S. economy, on March 18, 
2003, Chairman Thomas requested the ITC to institute an inves-
tigation under section 332 of the Tariff Act of 1930 as to the cur-
rent competitive conditions facing the steel consuming industries in 
the United States with respect to the tariffs imposed by the Presi-
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dent on March 5, 2002, and to foreign competitors not subject to 
such measures. As requested by Chairman Thomas, the ITC sub-
mitted the results of this review, along with the ITC’s section 204 
report, to the President and Congress in a single document in Sep-
tember 2003 (Steel: Monitoring Developments in the Domestic In-
dustry (Investigation No. TA–204–9) and Steel-Consuming Indus-
tries: Competitive Conditions with Respect to Steel Safeguard 
Measures (Investigation No. 332–452) (Publication 3632; Sep-
tember 2003)). 

5. CONGRESSIONAL OVERSIGHT GROUP 

a. Trade Act of 2002 
Section 2017 of the Trade Act of 2002 (P.L. 107–210) establishes 

the Congressional Oversight Group (COG), to be co-chaired by the 
Chairmen of the Ways and Means and Finance Committees and to 
be comprised of the Chairman and Ranking Member of those Com-
mittees of the House and Senate which would have jurisdiction 
over provisions of law affected by trade agreement negotiations 
during each Congress. The purpose of the COG is to provide the 
President and the United States Trade Representative with advice 
regarding the formulation of specific objectives, negotiating strate-
gies and positions, the development of trade agreements, and com-
pliance and enforcement of negotiated commitments under trade 
agreements. 

b. Operation of the COG 
On January 7, 2003, Chairman Thomas convened an organiza-

tional meeting of the COG. The next meeting of the COG was 
hosted by the Senate and held on April 11, 2003, to provide Mem-
bers with a general update on the Chile and Singapore negotia-
tions. On July 24, 2003, Chairman Thomas convened a sub-group 
of the House COG to discuss the prospect for free trade negotia-
tions with Bahrain, as well as the possible addition of the Domini-
can Republic to the Central American Free Trade Agreement once 
those negotiations are concluded. Chairman Thomas invited the 
House COG subgroup to a meeting hosted by the Senate on Novem-
ber 6, 2003, to discuss possible free trade agreements with certain 
Andean nations and Thailand and to brief Members before the 
Miami ministerial meeting of the Free Trade Area of the Americas 
(FTAA). Chairman Thomas invited the House COG subgroup to a 
meeting hosted by the Committee on May 6, 2004, to consult with 
Ambassador Zoellick on three free trade agreements (Australia, 
Morocco, and the Central American countries plus the Dominican 
Republic). The last meeting of the COG in the 108th Congress oc-
curred on September 8, 2004, and was hosted by the Senate. The 
purpose of that meeting was to consult with Ambassador Zoellick 
on the outcome of the WTO Geneva meeting and on Middle East 
trade policy. 

6. MISCELLANEOUS TRADE LEGISLATION 

Miscellaneous Trade and Technical Corrections Act of 2004 
On March 4, 2003, Trade Subcommittee Chairman Crane intro-

duced H.R. 1047, the ‘‘Miscellaneous Trade and Technical Correc-
tions Act of 2003,’’ a bill to amend the Harmonized Tariff Schedule 
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of the United States to modify temporarily certain rates of duty, to 
make other technical amendments to the trade laws, and for other 
purposes. The bill was based in large part on H.R. 5385 from the 
107th Congress, which had been passed by the House on October 
7, 2002, but was not considered by the Senate. One notable dif-
ference between the bills was that H.R. 1047 did not include provi-
sions related to establishment of a Qualified Industrial Zone for 
Turkey. 

H.R. 1047 contained two parts. The first part included legislation 
relating to: (1) temporary duty suspensions; (2) review of protests 
against Customs Service decisions; and (3) miscellaneous provi-
sions. The duty suspension provisions of the first part of H.R. 1047 
related mostly to products (largely chemical) for which there is no 
U.S. domestic manufacturer. Other duty suspension articles in-
cluded rubber riding boots and high performance loud speakers. 

The second part of H.R. 1047 contains provisions relating to: (1) 
changes to the duty drawback statutes; (2) ship repair record-keep-
ing elimination (the bill reverses Customs regulations written in 
April 2001 and eliminates onerous record-keeping requirements for 
repairs made by regular crew on American ships while on the high 
seas, without change to current law requiring duties for foreign 
ship repairs); (3) GSP benefits for certain hand-made rugs (the pri-
mary beneficiary is Pakistan; other countries that would benefit 
from the bill include Turkey, Nepal, Egypt, Afghanistan, and Mo-
rocco); and (4) other technical amendments to the Trade Act of 
2002. 

On April 5, 2003, the House suspended the rules, and the bill 
was passed by a recorded vote of 415–11. On March 21, 2003, the 
Senate read the bill a second time and placed it on the Senate Leg-
islative Calendar under general orders. The Senate took no further 
action during the first session. The House then largely incorporated 
the bill into H.R. 3521, the ‘‘Tax Relief Extension Act of 2003,’’ 
which Chairman Thomas introduced on November 19, 2003. The 
bill included the provisions in H.R. 1047 in addition to other provi-
sions, such as PNTR for Armenia. The House passed H.R. 3521 on 
November 20, 2003, by voice vote, and the bill was received by the 
Senate and referred to the Senate Committee on Finance. The Sen-
ate did not act on H.R. 3521 during the 108th Congress. 

The Senate subsequently passed H.R. 1047, with an amendment, 
on March 4, 2004, and a House-Senate conference was held on Oc-
tober 8, 2004. The conference report renamed the bill the ‘‘Miscella-
neous Trade and Technical Corrections Act of 2004’’ and included 
most of the provisions in the House and Senate versions of H.R. 
1047. In addition, the report included provisions to give NTR to 
Laos, to give PNTR to Armenia, to repeal the Antidumping Act of 
1916, and to extend certain AGOA textile benefits to Mauritius for 
one year. The House agreed to the conference report by unanimous 
consent on October 8, 2004, and the Senate agreed by unanimous 
consent on November 19, 2004, after adopting a motion for cloture 
on the report by a recorded vote of 88 to 5. The President signed 
H.R. 1047 on December 3, 2004 (P.L. 108–429). 
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7. WTO DISPUTE SETTLEMENT MATTERS IN WHICH THE COMMITTEE 
TOOK ACTION 

a. Foreign Sales Corporation 
On January 14, 2002, the WTO Appellate Panel issued its report 

finding the United States Extraterritorial Income Exclusion Act 
(ETI) rules to be a prohibited export subsidy, marking the fourth 
and final time in 21⁄2 years that the United States lost this issue: 
twice in the Foreign Sales Corporation (FSC) case and twice in the 
ETI case. On August 30, 2002, a WTO Arbitration Panel authorized 
the EU to apply trade sanctions in the amount of $4 billion against 
U.S. exports to the EU. 

On July 25, 2003, Chairman Thomas introduced H.R. 2896, the 
American Jobs Creation Act of 2003, to put the United States in 
compliance with its WTO obligations and to address competitive-
ness and corporate accountability issues. On October 28, 2003, the 
Committee ordered the legislation favorably reported by a recorded 
vote of 24–15, but Congress took no further action on the bill. 

On December 8, 2003, the EU member states approved legisla-
tion allowing the European Commission to impose retaliatory tar-
iffs on U.S. exports starting on March 1, 2004. The European 
Union began applying retaliatory tariffs of five percent on a wide 
range of U.S. exports to the EU and incrementally increased the 
rate on a monthly basis. Chairman Thomas subsequently intro-
duced a second version of the bill, H.R. 4520, that was signed into 
law on October 22, 2004 (P.L. 108–357), after moving through a 
House and Senate conference. A fuller discussion of this legislation 
is located in the tax section of this report. 

Although the EU announced that it would suspend the retalia-
tory tariffs effective January 1, 2005, as a result of the U.S. repeal 
of FSC, the EU formally requested consultations on November 10, 
2003, with the United States over the transitional features of the 
repeal, which the EU claims to be inconsistent with U.S. trade obli-
gations under the WTO. Consultations will be held in early 2005. 

b. The Antidumping Act of 1916 
In response to a decision of the WTO Appellate Body on August 

28, 2000, that found the Antidumping Act of 1916 to be incon-
sistent with WTO obligations, Chairman Sensenbrenner of the 
House Judiciary Committee, together with Chairman Thomas, in-
troduced H.R. 1073 on March 4, 2003, to repeal the Antidumping 
Act of 1916. No action was taken on the bill during the 108th Con-
gress. However, the text of the bill was included in the conference 
report to H.R. 1047, the ‘‘Miscellaneous Trade and Technical Cor-
rections Act of 2004,’’ which was signed into law by the President 
on December 3, 2004 (P.L. 108–429). 

8. TRADE AGENCY AUTHORIZATION 

The Committee on Ways and Means has adopted a two-year au-
thorization process to provide U.S. Customs and Border Protection 
(CBP), U.S. Immigration and Customs Enforcement (ICE), the Of-
fice of the United States Trade Representative (USTR), and the 
International Trade Commission (ITC) with guidance as they plan 
their budgets and to provide Committee guidance in the appropria-
tions process. Funding for the former U.S. Customs Service, USTR, 
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and the ITC was authorized through FY 2004 in the Trade Act of 
2002 (P.L. 107–210). 

On November 25, 2002, the President signed into law legislation 
(P.L. 107–296) creating a new Department of Homeland Security 
(DHS). This law transferred the U.S. Customs Service to the De-
partment of Homeland Security under the authority of the Under 
Secretary for Border and Transportation Security. Authority for 
customs revenue functions is retained by the Secretary of the 
Treasury, administered by the Commissioner of U.S. Customs and 
Border Protection under the terms of an executive delegation of au-
thority order. 

On March 1, 2003, the former U.S. Customs Service was divided 
into two new agencies within DHS. Customs inspectors, canine en-
forcement officers, and import specialists were merged with immi-
gration inspectors, border patrol agents, and agriculture inspectors 
to create CBP. Customs investigators and personnel in the air and 
marine operations were merged with immigration investigators, 
Federal air marshals, and members of the Federal protective serv-
ice to create ICE. 

a. Hearing 
On June 17, 2004, the Subcommittee on Trade held a public 

hearing on Customs budget authorizations and other customs 
issues. The hearing focused on issues surrounding the transfer of 
the former U.S. Customs Service to the Department of Homeland 
Security, customs modernization, customs user fees, and cost ac-
counting systems. Witnesses included the Honorable Robert 
Bonner, Commissioner, U.S. Customs and Border Protection; the 
Honorable Michael Garcia, Assistant Secretary for U.S. Immigra-
tion and Customs Enforcement; and representatives of the business 
community and labor unions. On June 22, 2004, Trade Sub-
committee Chairman Crane sent a letter to Commissioner Bonner 
submitting questions for response and inclusion in the Sub-
committee record, requesting responses by July 6, 2004. On Sep-
tember 13, 2004, the Subcommittee received responses. 

b. Authorization legislation 
On May 20, 2004, Trade Subcommittee Chairman Crane intro-

duced H.R. 4418, the ‘‘Customs Border Security Act of 2004,’’ a bill 
to authorize appropriations for fiscal years 2005 and 2006 for CBP, 
ICE, USTR, and ITC. On June 24, 2004, the Subcommittee held a 
formal mark up session and ordered favorably reported to the full 
Committee H.R. 4418, the ‘‘Customs Border Security and Trade 
Agencies Authorization Act of 2004,’’ as amended, by voice vote. On 
July 8, 2004, the Committee held a formal mark up session on H.R. 
4418, as amended by the Subcommittee. Chairman Thomas offered 
an amendment in the nature of a substitute, which was agreed to 
by voice vote. The Committee then ordered favorably reported H.R. 
4418, as amended, by a recorded vote of 33–0. On July 14, 2004, 
the legislation passed the House by a recorded vote of 341–85. On 
July 15, the bill was received in the Senate and referred to the 
Committee on Finance. The Senate took no further action. 
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c. Report 
On January 23, 2004, as required by the Trade Act of 2002, the 

Committee received from the GAO a report entitled ‘‘U.S. Customs 
and Border Protection Faces Challenges in Addressing Illegal Tex-
tile Transshipment’’ (GAO–04–345). GAO reported on CBP’s system 
for preventing the use of false country-of-origin information for im-
ported goods to evade U.S. textile quotas and customs duties. 

9. MISCELLANEOUS TRADE ISSUES 

i. Customs User Fees 
On October 21, 2003, Congressman Rick Renzi introduced H.R. 

3365, the ‘‘Military Family Tax Relief Act,’’ which contained no 
trade provisions. On October 29, 2003, the House suspended the 
rules and passed the bill by a recorded vote of 413–2. On November 
3, 2003, the Senate passed H.R. 3365 with an amendment that pro-
vided for an 11-month extension of Customs user fees. On Novem-
ber 5, 2003, the House concurred in the Senate amendment by 
unanimous consent. The President signed the bill into law on No-
vember 11, 2003 (P.L. 108–121). 

On September 10, 2004, the Senate accepted an amendment to 
H.R. 4567, the Homeland Security Appropriations bill for 2005 to 
extend Customs User fees for less than one year in order to raise 
$700 million in additional revenue. Chairman Thomas wrote Ap-
propriations Committee Chairman Young on September 29, 2004, 
in opposition to the provision, noting that it constituted a revenue 
measure originating in the Senate contrary to the Origination 
Clause of the Constitution. Chairman Thomas asked that the provi-
sion be removed during the conference on the bill. The provision 
was subsequently removed during conference. 

H.R. 4520, ‘‘the American Jobs Creation Act of 2004,’’ included a 
provision to extend all Customs user fees until September 30, 2014. 
The provision also clarified that user fees should be reasonably re-
lated to the cost of the customs service provided to importers. The 
provision also commissioned a study by the Department of Home-
land Security to analyze all fees charged to importers and to rec-
ommend changes. As described above, H.R. 4520 was signed into 
law by the President on October 22, 2004 (P.L. 108–357). A fuller 
discussion of this legislation is located in the tax section of this re-
port. 

ii. Conflict Diamonds 
There were a number of legislative proposals in Congress during 

the 107th Congress seeking to address the trade in conflict dia-
monds. Such diamonds generally come from mines controlled by 
rebel forces and are traded for arms to fuel civil war in Africa. 
Some of the proposals included banning diamonds imported from 
specified countries and requiring a certification of where the im-
ported diamond was mined. Member interest in these proposals re-
mained high in the 108th Congress owing to recent completion of 
international negotiations. 

On April 3, 2003, Congressman Amo Houghton introduced H.R. 
1584, the ‘‘Clean Diamond Trade Act,’’ to implement U.S. obliga-
tions pursuant to the Interlaken Declaration on the Kimberley 
Process Certification Scheme for Rough Diamonds of November 5, 
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2002. The Declaration addresses the problem of the use of dia-
monds from mines controlled by African rebel forces to trade for 
arms in order to fuel civil war in Africa. On April 8, 2003, the 
House passed the bill by a recorded vote of 419–2. On April 10, 
2003, the Senate passed H.R. 1584, with amendment, by unani-
mous consent. On April 11, 2003, the House agreed to the Senate 
amendment by unanimous consent. The President signed the bill 
into law on April 25, 2003 (P.L 108–19). The law restricts the im-
port and export of diamonds from countries with inadequate con-
trols against the trade in conflict diamonds. 

On August 25, 2004, the Committee received a report on the per-
formance of the United States Kimberley Process Authority 
(USKPA) from the State Department. The report described and re-
viewed the practices, standards, and procedures of the USKPA. The 
Committee continues to monitor implementation of the Kimberly 
Process. 

iii. Other Select ITC Reports Received by the Committee 
In August 2003, the Committee received from the ITC the report 

entitled ‘‘The Year in Trade 2002: Operation of the Trade Agree-
ments Program’’ (Publication 3630). 

In September 2003, the Committee received from the ITC the re-
port entitled ‘‘The Impact of the Andean Trade Preference Act 
(Ninth Report 2002)’’ (Investigation 332–352 (Publication 3637)). 

In September 2003, the Committee received from the ITC the re-
port entitled ‘‘The Impact of the Caribbean Basin Economic Recov-
ery Act (Sixteenth Report 2001–2002)’’ (Investigation 332–227 
(Publication 3636)). 

In December 2003, the Committee received from the ITC the re-
port entitled ‘‘U.S. Trade and Investment with Sub-Saharan Africa: 
Fourth Annual Report’’ (Publication 3650). 

In July of 2004, the Committee received from the ITC the report 
entitled ‘‘The Year in Trade 2003: Operation of the Trade Agree-
ments Program’’ (Publication 3700). 

In September 2004, the Committee received from the ITC the re-
port entitled ‘‘The Impact of the Andean Trade Preference Act 
(Tenth Report 2003)’’ (Investigation 332–352 (Publication 3725)). 

iv. Medicare Legislation 
On June 25, 2003, Speaker Hastert introduced H.R. 1, the ‘‘Medi-

care Prescription Drug and Modernization Act of 2003,’’ an act to 
amend title XVIII of the Social Security Act to provide for a vol-
untary prescription drug benefit under the Medicare program and 
for other purposes. 

On November 22, 2003, the House agreed to the conference re-
port by a recorded vote of 220–215. On November 25, 2003, the 
Senate agreed to the conference report by a recorded vote of 54– 
44. The President signed the bill into law on December 8, 2003 
(P.L. 108–173). 

Section 1123 of P.L. 108–173 provides for a study and report on 
issues related to trade in pharmaceuticals. The conference report 
further specifies that the nine-month study and report shall exam-
ine the drug pricing practices of countries that are members of the 
Organization for Economic Cooperation and Development and 
whether those practices utilize non tariff barriers with respect to 
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trade in pharmaceuticals. The study is to include an analysis of the 
use of price controls, reference pricing, and other actions that affect 
the market access of United States pharmaceutical products. The 
study was transmitted to Congress on December 21, 2004. 

v. Trade Provisions in Energy Legislation 
On April 7, 2003, Energy and Commerce Committee Chairman 

Tauzin introduced H.R. 6, the ‘‘Energy Policy Act of 2003,’’ a bill 
to enhance energy conservation and research and development, 
provide for security and diversity in the energy supply for the 
American people, and for other purposes. On April 11, 2003, the 
House passed H.R. 6 by a recorded vote of 247–175. 

On July 31, 2003, Senator Frist offered Senate Amendment 1537 
in the nature of a substitute, which contained language similar to 
that proposed by the Senate to H.R. 6 of the 107th Congress. Sen-
ate Amendment 1537 added a provision to prohibit direct or indi-
rect import of Iraqi-origin oil 30 days after enactment of the Act. 
The ban would remain in effect until the President certifies to Con-
gress that: (1) Iraq is in compliance with United Nations Security 
Council resolutions on destruction of weapons of mass destruction 
and the food-for-oil program, and Iraq stops compensating families 
of Palestinian suicide bombers; or (2) resuming imports of oil from 
Iraq would not be inconsistent with the national security and for-
eign policy interests of the United States. The Senate amendment 
also included a sense of the Senate that the President should en-
sure that humanitarian needs of Iraqi people are not affected by 
this Act and encourage humanitarian assistance to Iraq. Senate 
Amendment 1537 also included section 2504, providing that any 
gasoline or diesel fuel sold at a duty-free sales enterprise would be 
considered to be entered for consumption into the customs territory 
of the United States. The Senate accepted Senate Amendment 1537 
by unanimous consent on July 31, 2003. The Senate passed H.R. 
6 as amended by a yea-nay vote of 84–14 on July 31, 2003. 

In conference, the Senate receded from its position on both the 
Iraqi oil ban and the provision on the sale of fuel at duty-free sales 
enterprises. Conferees agreed to extend a current temporary duty 
suspension for nuclear steam generators until December 31, 2008. 
Conferees further agreed to temporarily suspend the duties on nu-
clear vessel heads for column 1 countries until December 31, 2007. 
Conferees also provided for the temporary duty suspension for cer-
tain ceiling fans until 2007. The House passed the conference re-
port to H.R. 6 on November 18, 2003, by a recorded vote of 246– 
180. However, the Senate cloture motion on the bill failed by re-
corded vote of 57–40 on November 21, 2003, thus terminating Sen-
ate action in the 108th Congress. No further activity occurred on 
H.R. 6 during the 108th Congress, but the trade provisions were 
later incorporated into H.R. 4520, the ‘‘American Jobs Creation Act 
of 2004.’’ 

vi. Marlin 
On July 25, 2003, Representative Saxton introduced H.Con. Res. 

268, expressing the sense of the Congress regarding the imposition 
of sanctions on nations that are undermining the effectiveness of 
conservation and management measures for Atlantic highly migra-
tory species, including marlin, adopted by the International Com-
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mission for the Conservation of Atlantic Tunas and that are threat-
ening the continued viability of United States commercial and rec-
reational fisheries. The bill contained provisions within the juris-
diction of the Committee on Ways and Means. On October 27, 
2003, Chairman Thomas and Committee on Resources Chairman 
Pombo exchanged letters acknowledging the jurisdiction of the 
Committee on Ways and Means and agreeing to forgo the Com-
mittee on Ways and Means’ consideration of the bill because the 
Committee on Resources had made changes to relevant provisions 
ensuring that new sanctions were not authorized. On October 28, 
2003, the legislation was favorably reported by the Committee on 
Resources and passed the House by voice vote. On October 29, 
2003, the bill was received in the Senate and referred to the Com-
mittee on Commerce, Science, and Transportation for further con-
sideration. No further action was taken in the Senate. 

vii. Trade Agreement Provisions on Entry of Foreign Nationals into 
the United States 

On September 5, 2003, Senator Gregg introduced S. 1585, mak-
ing appropriations for the Departments of Commerce, Justice, and 
State, the Judiciary, and related agencies for the fiscal year ending 
September 30, 2004. The bill contained provisions within the juris-
diction of the Committee on Ways and Means. Specifically, Section 
214 (the ‘‘Feinstein’’ amendment) would have proscribed relevant 
executive agencies from expending funds to discuss or enter into 
trade agreements if those agreements contained provisions per-
taining to the entry of foreign nationals into the United States. On 
October 28, 2003, Chairman Thomas sent a letter to Committee on 
Appropriations Chairman Young and Subcommittee on Commerce, 
Justice, States, Judiciary and Related Agencies Chairman Wolf ex-
pressing opposition to including this provision in this or any re-
lated appropriations legislation. This Commerce, State, Justice ap-
propriations bill was eventually incorporated into the Consolidated 
Appropriations Act for FY2004 (H.R. 2673). A conference report on 
the omnibus bill was filed on November 25, 2003 and did not in-
clude the ‘‘Feinstein amendment.’’ The House passed the conference 
report for H.R. 2673 on December 8, 2003, by a recorded vote of 
242–176. On January 22, 2004, the Senate passed the conference 
report for H.R. 2673 by a recorded vote of 65–28. The President 
signed the bill into law on January 23, 2004 (P.L. 108–199). 

viii. The Continued Dumping and Subsidy Offset Act 

a. Legislation 
The Continued Dumping and Subsidy Offset Act (CDSOA) was 

enacted into law in October 2000 and requires the annual disburse-
ment of antidumping and countervailing duties to qualified peti-
tioners and interested parties in the underlying trade remedy pro-
ceedings (P.L. 106–387). On January 16, 2003, the WTO’s Appel-
late Body issued a final adverse ruling against the CDSOA, finding 
that it is inconsistent with United States obligations to the WTO. 
On November 28, 2004, the WTO authorized approximately $143 
million in retaliation against the United States for FY2003 CDSOA 
disbursements. Under the methodology set by the WTO to deter-
mine the appropriate amount of retaliation, the level may change 
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annually and is set at 72 percent of CDSOA disbursements for the 
previous year. FY2004 CDSOA disbursements of $285 million were 
issued to recipients on November 30, 2004. 

On September 5, 2003, the Senate Appropriations Committee re-
ported S. 1585, making appropriations for the Departments of 
Commerce, Justice, and State, the Judiciary, and related agencies 
for the fiscal year ending September 30, 2004. The bill included a 
provision requiring negotiations to be conducted within the WTO to 
recognize the right of members to distribute monies collected from 
antidumping and countervailing duties. This Commerce, State, Jus-
tice appropriations bill was eventually incorporated into the Con-
solidated Appropriations Act for FY2004 (H.R. 2673). A conference 
report on the omnibus bill was filed on November 25, 2003 and in-
cluded the provision on the Continued Dumping and Subsidy Offset 
Act. The House passed the conference report for H.R. 2673 on De-
cember 8, 2003, by a recorded vote of 242–176. On January 22, 
2004, the Senate passed the conference report for H.R. 2673 by a 
recorded vote of 65–28. The President signed the bill into law on 
January 23, 2004 (P.L. 108–199). This provision was also included 
in the conference report to H.R. 4814, the Consolidated Appropria-
tions Act for FY 2005. The House passed the conference report for 
H.R. 4818 on November 20, 2004, by a recorded vote of 344–51, 
with one Member voting present. The Senate passed the conference 
report for H.R. 4818 on November 20, 2004, by a recorded vote of 
65–30. On March 10, 2004, Representatives Ramstad and Crane in-
troduced H.R. 3933 to repeal the CDSOA. No further action was 
taken. 

b. Reports 
On March 2, 2004, the Committee received from the Congres-

sional Budget Office (CBO) an economic analysis of the Continued 
Dumping and Subsidy Offset Act of 2000, as requested by Chair-
man Thomas. In the analysis, CBO reported that the law sub-
sidizes the output of some firms at the expense of others, leading 
to inefficient use of capital, labor, and other resources of the econ-
omy. CBO further concluded that the law discourages settlement of 
antidumping and countervailing duty cases by U.S. firms and will 
lead to increased expenditure of economic resources on administra-
tion, legal representation of parties, and various other costs associ-
ated with the operation of the antidumping and countervailing 
duty laws. CBO also noted that the WTO Appellate Body has ruled 
that the CDSOA violates the WTO agreement, leaving the United 
States vulnerable to retaliation against its exports. CBO estimated 
that distributions under CDSOA will total $3.85 billion from 2005 
through 2014. 

On April 30, 2004, Trade Subcommittee Chairman Crane re-
quested the GAO to carry out a comprehensive review of the 
CDSOA and its impact on recipient industries, including an anal-
ysis of how CDSOA funds have been used by recipient companies. 
The GAO’s report is expected to be issued in 2005. 

ix. Transportation, Treasury, and Independent Agencies Appropria-
tions Act, 2004 

On July 30, 2003, Representative Istook introduced H.R. 2989, 
making appropriations for the Departments of Transportation and 
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Treasury for the fiscal year ending September 30, 2004. The bill 
contained provisions within the jurisdiction of the Committee on 
Ways and Means. Specifically, section 631 would have waived sec-
tion 302(a)(1) of the Trade Agreements Act of 1979, which prohibits 
the United States government from acquiring information tech-
nology products from countries that are not parties to reciprocal 
international government procurement agreements. On August 3, 
2003, Chairman Thomas sent a letter to Committee on Rules 
Chairman Dreier requesting that the rule for consideration of H.R. 
2989 not include a waiver of Rule XXI of the Rules of the House 
with respect to the two portions of section 631 of the legislation 
within the jurisdiction of the Committee on Ways and Means. On 
September 3, 2003 H. Res. 351, providing for the consideration of 
H.R. 2989, was introduced and reported favorably by the Com-
mittee on Rules. H. Res. 351 did not include a waiver of Rule XXI 
with respect to the provisions within the jurisdiction of the Com-
mittee on Ways and Means. H. Res. 351 passed the House by a re-
corded vote of 235–178. On September 4, 2003 when H.R. 2989 was 
considered by the House, a point of order was raised against the 
provisions and the Chair sustained the point of order, thus strip-
ping the provisions from the bill. 

x. Express Delivery—ITC Study 
On June 30, 2003, Chairman Thomas requested that the ITC in-

stitute a Section 332 study on the international competitive condi-
tions facing express delivery services. The study was issued by the 
ITC in April 2004. The ITC study examined the composition of the 
global industry, the impact of government monopolies, and other 
trade impediments facing express delivery firms. The ITC con-
cluded that U.S. firms face anticompetitive monopoly practices by 
foreign governments such as foreign postal firms’ use of profits de-
rived from monopoly-protected services to support non-protected 
services that compete against U.S. service firms. 

xi. Overview and Compilation of U.S. Trade Statutes 2003 
On July 8, 2003, Chairman Thomas announced the publication of 

the Committee’s Trade ‘‘Blue Book,’’ the 2003 edition of the ‘‘Over-
view and Compilation of U.S. Trade Statutes’’ (WMCP: 108–5). The 
Blue Book contains a description and history of trade laws as well 
as the text of the statutes themselves. This edition also includes 
current updates to trade laws due to the significant legislation ac-
complished by the Committee during the 107th Congress, such as 
Trade Promotion Authority, Trade Adjustment Assistance, General-
ized System of Preferences, Customs Reauthorization, and the An-
dean Trade Preference Act. 

xii. Sudan 
On September 9, 2004, Senate Lugar introduced S. 2781, the 

Comprehensive Peace in Sudan Act. On September 23, 2004, S. 
2781 passed the Senate by unanimous consent. The bill contained 
provisions within the jurisdiction of the Committee on Ways and 
Means. On November 18, 2004, Chairman Thomas and Inter-
national Relations Committee Chairman Hyde exchanged letters 
acknowledging the jurisdiction of the Committee on Ways and 
Means and agreeing to forgo the Committee on Ways and Means’ 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00074 Fmt 6659 Sfmt 6602 E:\HR\OC\HR810.XXX HR810



63 

consideration of the bill because the Committee on International 
Relations had made changes to relevant provisions ensuring that 
the law regarding sanctions was not authorized. On November 19, 
2004, the legislation, as amended, passed the House by voice vote. 

xiii. Brown Tree Snakes 
On November 11, 2003, Representative Bordallo introduced H.R. 

3479, to provide for the control and eradication of the brown tree 
snake on the island of Guam and to prevent the introduction of the 
brown tree snake to other areas of the United States. The bill con-
tained provisions within the jurisdiction of the Committee on Ways 
and Means. The Committee on Resources made changes to relevant 
provisions to take them out of the jurisdiction of the Committee on 
Ways and Means. On September 28, 2004, the legislation passed 
the House by voice vote. On October 10, 2004, the bill passed the 
Senate by unanimous consent. On October 30, 2004, the President 
signed the bill into law (P.L. 108–384). 

xiv. Overtime for U.S. Customs and Border Protection Employees 
On June 15, 2004, Representative Rogers introduced H.R. 4567, 

making appropriations for the Department of Homeland Security 
for fiscal year 2005. The bill contained provisions within the juris-
diction of the Committee on Ways and Means. On June 15, 2004, 
Chairman Thomas and Subcommittee on Homeland Security Chair-
man Rogers exchanged letters acknowledging the jurisdiction of the 
Committee on Ways and Means and agreeing to forgo the Com-
mittee on Ways and Means’ consideration of the bill. On October 
18, 2004, the legislation passed the House by a recorded vote of 
400–5. On September 14, 2004, the bill passed the Senate with an 
amendment by a vote of 93–0. On October 9, 2004, the conference 
report to H.R. 4567 passed the House by a recorded vote of 368– 
0. On October 11, 2004, the conference report passed the Senate by 
voice vote. It was signed into law by the President on October 18, 
2004 (P.L. 108–334). 

xv. Specialty Crops Competitiveness Act 
On October 2, 2003, Congressman Ose introduced H.R. 3242, the 

‘‘Specialty Crops Competitiveness Act of 2004,’’ which contained a 
provision authorizing a position within the U.S. Trade Representa-
tive’s office dedicated to handling specialty crops. Chairman Thom-
as wrote to Chairman Goodlatte of the Committee on Agriculture 
on October 4, 2004, stating that the Committee on Ways and 
Means would forgo action on the bill because the provision was re-
moved from the bill. H.R. 3242, as amended, passed the House on 
October 7, 2004, and no further action occurred on the bill during 
the 108th Congress. 

xvi. Jurisdiction of the Committee on Ways and Means 
On November 19, 2004, Chairman Thomas wrote Chairman 

Dreier of the Committee on Rules to make recommendations for 
changes to House Rules in the 109th Congress. Chairman Thomas 
proposed to modify the jurisdiction of the Committee on Ways and 
Means as stated in House Rule X from ‘‘(1) Customs, collections 
districts, * * *’’ to ‘‘(1) Customs revenue functions, collection dis-
tricts, * * *.’’ This change would conform the Committee’s jurisdic-
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tion to the revenue authority defined in the Homeland Security Act 
of 2002. No action on this proposal occurred during the 108th Con-
gress. 

C. LEGISLATIVE REVIEW OF HEALTH ISSUES 

1. MEDICARE REGULATORY AND CONTRACTING REFORM ACT OF 2003 
(H.R. 810) 

The Subcommittee on Health held a hearing on February 13, 
2003, on the regulatory burden on Medicare’s providers and bene-
ficiaries. On the same day, Subcommittee Chairman Johnson and 
Ranking Member Stark introduced H.R. 810, the ‘‘Medicare Regu-
latory and Contracting Reform Act of 2003.’’ The bill streamlines 
the regulatory bureaucracy to create a more collaborative working 
relationship with providers. It creates time frames for issuance of 
new regulations, prohibits retroactive application of the issuance of 
new regulations, improves beneficiary and provider education, im-
proves appeals, reform recovery of overpayments, and improves 
new technology integration. In addition, the bill reforms Medicare’s 
contracting system by consolidating contracting functions for Part 
A and Part B, requiring competition and providing for more flexi-
bility among contractors. 

The Health Subcommittee approved H.R. 810, as amended, by a 
voice vote on March 20, 2003. This was followed by full Committee 
approval by a vote of 19–13 on April 2, 2003. The Committee on 
Energy and Commerce reported the bill on April 29, 2003. Provi-
sions of H.R. 810 were included in H.R. 1 (P.L. 108–173), the 
‘‘Medicare Prescription Drug, Improvement and Modernization Act 
of 2003.’’ 

2. PATIENT SAFETY IMPROVEMENT ACT OF 2003 (H.R. 877) 

Chairman Johnson and Ranking Member Stark introduced the 
Patient Safety Improvement Act on February 25, 2003. The legisla-
tion would promote voluntary and confidential reporting of errors 
to newly created Patient Safety Organizations (PSOs) certified by 
the U.S. Department of Health and Human Services (HHS). The 
PSOs would analyze reported mistakes, provide feedback designed 
to prevent future accidents to providers, and forward non-identifi-
able information to HHS, which would be the focal point of Admin-
istration policy on patient safety. The HHS would administer a 
new medical errors database of non-identifiable information that 
researchers would use to identify national trends and encourage 
best practices to prevent errors and improve health quality. 

The Secretary of HHS would publish, within 24 months, vol-
untary standards of computer interoperability to promote integra-
tion of health information systems in hospitals and other facilities. 
The bill would establish a new technology advisory board to provide 
expert advice to the Secretary of HHS in creating these standards. 
Because clinical and administrative efficiencies would accrue by fa-
cilitating communication between computer systems, this provision 
would be expected to save significant resources across all medical 
providers, including in the Medicare program. 

The bill would make clear that no State law mandating reporting 
would be preempted or affected by the legislation. The Secretary of 
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HHS would provide technical assistance to the States in maintain-
ing or implementing State-reporting systems. 

The Full Committee reported the bill by voice vote on February 
27, 2003. The legislation was subsequently referred to the Com-
mittee on Energy and Commerce which reported a similar bill sole-
ly in their jurisdiction (H.R. 663) that was passed by the House on 
March 12 by a vote of 418–6. No conference committee was con-
vened prior to the end of the 108th Congress. 

3. MEDICARE PRESCRIPTION DRUG, IMPROVEMENT AND 
MODERNIZATION ACT (H.R. 1, H.R. 2473) 

In 2003, the Committee on Ways and Means and its Health Sub-
committee continued its series of hearings on the state of the Medi-
care program and how it needs to be modernized, holding seven 
hearings in 2003. These hearings included an extensive review of 
many aspects of the Medicare program. Specifically, the hearings 
addressed Medicare’s solvency and overall sustainability (February 
5, 2003), the Bush Administration’s priorities on Medicare (Feb-
ruary 6, 2003), the regulatory burden on providers and bene-
ficiaries (February 13, 2003), the Medicare Payment Advisory Com-
mission’s (MedPAC) report on Medicare provider payment policies 
(March 6, 2003), the need to integrate a prescription drug benefit 
into Medicare (April 9, 2003), modernizing beneficiary cost-sharing 
and reforming Medigap (May 1, 2003), and the need to eliminate 
waste, fraud and abuse in the Medicare program (July 17, 2003). 
These hearings provided the foundation for the comprehensive 
Medicare Prescription Drug, Improvement and Modernization Act 
(H.R. 2473 and H.R. 1). 

H.R. 2473 was introduced June 16, 2003, and was reported out 
of the Committee on Ways and Means June 17, 2003, by a vote of 
25–15. On June 27, the House passed H.R. 1, which included provi-
sions of H.R. 2473, by a vote of 216–215. In addition, H.R. 2596, 
the Health Savings and Affordability Act of 2003, was included as 
part of H.R. 1 through a self-executing rule. The Senate passed 
similar legislation on June 27, 2003, by a vote of 76–21. The bills 
were conferenced, reported favorably, and the House passed the 
Conference Report on November 22, 2003, by a vote of 220–215. 
The Senate also passed the Conference Report by a vote of 54–44 
on November 25, 2003, and the legislation was signed into law De-
cember, 8, 2003 (P.L. 108–173). 

The Medicare Prescription Drug, Improvement and Moderniza-
tion Act establishes new voluntary prescription drug coverage 
under a new Part D of Title XVIII of the Social Security Act. Effec-
tive January 1, 2006, beneficiaries can purchase prescription drug 
coverage under a number of options under a new Part D of Medi-
care. Beneficiaries will be able to purchase either ‘‘standard cov-
erage’’ or alternative coverage with actuarially equivalent benefits. 
In 2006, ‘‘standard coverage’’ will have a $250 deductible, 25 per-
cent coinsurance for costs between $251 and $2,250, and cata-
strophic coverage after out-of-pocket expenses of $3,600. Once the 
beneficiary reaches the catastrophic limit, the program will pay all 
costs except for nominal cost-sharing. Low-income subsidies will be 
provided for persons with incomes below 150 percent of poverty. 
Low-income individuals (below 135 percent of poverty) will have no 
gap in coverage, pay no premium, and have $1 to $2 copayments 
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for generics and $3 to $5 copayments for preferred drugs. Seniors 
with incomes between 135 percent and 150 percent of poverty will 
pay reduced premiums, a $50 deductible and 15 percent coinsur-
ance below the catastrophic limit. Coverage will be provided 
through competing prescription drug plans or integrated Medicare 
Advantage plans, which cover all Medicare benefits, including pre-
scription drugs. The program will rely on private plans to provide 
coverage and to bear some of the financial risk for drug costs; Fed-
eral subsidies will be provided to encourage participation. Plans 
will determine premiums through a bid process and will compete 
based on premiums, quality, and negotiated prices. On average, 
federal subsidies will cover approximately 75 percent of premium 
costs. 

Plans have incentives and flexibility to aggressively negotiate 
with pharmaceutical manufacturers, pharmacies, and others in the 
distribution chain to lower prescription drug costs. 

In order to encourage employers and others to retain and en-
hance retiree health coverage, the law provides $87 billion over ten 
years in tax-free subsidies to employer and union plans that offer 
at least the actuarial value of the Medicare benefit. 

Prior to the new benefit being implemented, a temporary pro-
gram is established to provide prescription drug discount cards to 
eligible Medicare beneficiaries. This program provides access to 
prescription drug discounts through card sponsors to persons who 
voluntarily enroll in the program. Each card sponsor provides each 
enrollee with access to negotiated prices. The program also pro-
vides $600 per year (in 2004 and 2005) in transitional assistance 
funds for certain low-income persons enrolled in the discount card. 
The Health Subcommittee held a hearing on the implementation of 
the drug discount card program on April 1, 2004. 

The law provides a number of quality improvements and bene-
ficiary protections, including electronic prescribing, formulary ap-
peals, the ability to visit any pharmacy, and medication therapy 
management programs. The Health Subcommittee held hearing on 
the use of health information technology and electronic prescribing 
on June 17, and July 22, 2004, respectively. 

The law also provided for the establishment of a pilot program 
to test various approaches to the management of chronic conditions 
among Medicare beneficiaries. The Health Subcommittee held a 
hearing on the implementation of the Chronic Care Improvement 
Program (CCIP) on May 11, 2004. 

The new Medicare law permits seniors who already have pre-
scription drug coverage through privately purchased Medigap cov-
erage to keep that coverage if they do not want to enroll in the new 
Medicare drug benefit. However, maintaining Medigap coverage 
and delaying enrollment in Part D will likely result in a premium 
penalty as Medigap coverage is not as generous as Part D coverage. 
It also instructs the National Association of Insurance Companies 
(NAIC) to create two high deductible Medigap plans. 

The law increases payments to Medicare+Choice plans by paying 
plans at least the fee-for-service rate and tying payment updates 
to fee-for-service growth. The program is renamed Medicare Advan-
tage. In 2006, Medicare Advantage will initiate a competitive ap-
proach to encourage beneficiaries to select more efficient plans. 
When plans bid below a benchmark in their area, savings will be 
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split between the beneficiary (75 percent) and taxpayers (25 per-
cent). The law includes incentives for private preferred provider or-
ganizations (PPOs) to operate regionally, beginning in 2006. In 
2010, a pilot program will be established to test a weighted average 
bidding formula where traditional Medicare will compete directly 
with private plans. Seniors will be protected from possible premium 
volatility with a 5 percent cap on premium variation. 

The law blocks the significant payment cuts to physicians and 
provides 2 years of modest payment increases. It increases pay-
ments to rural and suburban hospitals by equalizing the standard-
ized amount, increasing Medicare disproportionate share (DSH) 
funding for small hospitals, improving the critical access hospital 
program, and increasing payments to areas with low wage costs. In 
addition, the law provides temporary increases to indirect medical 
education payments while retaining the freeze on hospitals with ex-
traordinarily high direct graduate medical education. Dialysis fa-
cilities receive a payment increase in 2005. Payments to labora-
tories are frozen for five years and the caps on outpatient therapy 
benefits are lifted for two years. Durable medical equipment pro-
viders are subject to a freeze followed by a competitive bidding pro-
gram. 

The average wholesale pricing system for currently covered Medi-
care prescription drugs is fundamentally reformed to end abuses in 
the current system that had been highlighted in numerous GAO 
and HHS Office of the Inspector General reports and in Congres-
sional hearings. While overpayments for drugs are reduced, pay-
ments for drug administration are substantially increased. 

In order to keep seniors healthy, the law adds other new benefits 
for Medicare beneficiaries including an initial preventive physical 
examination for new beneficiaries, coverage of diabetes screening 
tests for individuals at high risk and coverage of cardiovascular 
screening blood tests once every 2 years. 

When Medicare was enacted, the Part B premium paid for nearly 
50 percent of a senior’s costs. Today, the senior’s premium covers 
only 25 percent of those costs for Part B services. The law de-
creases subsidies to Part B premiums for seniors with incomes 
above $80,000. In addition, the Part B deductible is indexed to 
growth in Medicare’s costs. When Medicare was enacted, this de-
ductible comprised 45 percent of costs; today it reflects just 3 per-
cent of those costs. Every year it was not adjusted, taxpayer obliga-
tions increased. 

The entire regulatory reform bill, H.R. 810, as modified in con-
ference was included in the legislation to streamline the regulatory 
process and modernize Medicare’s contracting functions. 

4. THE HEALTH SAVINGS AND AFFORDABILITY ACT OF 2003 (H.R. 2596) 

H.R. 2596, the Health Savings and Affordability Act of 2003, was 
reported from the full committee on June 19, 2003, by a vote of 23 
to 16. The legislation was included as part of H.R. 1 through a self- 
executing rule, and was signed into law on December 8, 2003 (P.L. 
108–173). 

The Subcommittee worked with the Department of Treasury to 
ensure that technical guidance issued by the Department was con-
sistent with legislative intent. 
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The law creates health savings accounts (HSAs) which provide 
for tax-favored savings for health care expenses in conjunction with 
a high deductible health policy. In general, an HSA is a tax-exempt 
trust or custodial account created exclusively to pay for the quali-
fied medical expenses of the account holder and his or her spouse 
and dependents. The minimum deductible is $1,000 for a self policy 
and $2,000 for a family policy. Contributions to an HSA are deduct-
ible if made by an eligible individual and are excludable from gross 
income and wages for employment tax purposes if made by the em-
ployer of an eligible individual. Family members may also make 
nondeductible contributions to an HSA on behalf of an eligible indi-
vidual. Distributions from an HSA for qualified medical expenses 
are not includible in gross income. Tax-free distributions are al-
lowed for health care needs not covered by the insurance policy, 
and can also be made for continuation coverage required by Federal 
law (i.e., COBRA), health insurance for the unemployed, and long- 
term care. Distributions that are not for qualified medical expenses 
are subject to taxation and to an additional 10 percent tax. The ad-
ditional 10 percent tax does not apply after the individual attains 
age 65, dies or becomes disabled. 

The individual owns the account. The savings follow the indi-
vidual from job to job and into retirement. Catch-up contributions 
during peak saving years allow individuals to develop equity to pay 
for retiree health needs. Once fully phased in, catch-up contribu-
tions allow a married couple to save an additional $2,000 annually 
if both spouses are at least 55. 

D. LEGISLATIVE REVIEW OF SOCIAL SECURITY ISSUES 

1. SOCIAL SECURITY PROTECTION ACT OF 2003 

On February 12, 2003, Subcommittee Chairman Shaw introduced 
H.R. 743, the ‘‘Social Security Protection Act of 2003.’’ The bill was 
referred to the Committee on Ways and Means. On March 5, 2003, 
the bill, as amended, was considered by the House under suspen-
sion of the rules. The bill did not receive the needed two-thirds 
votes of approval, and failed by a vote of 249–180. On March 24, 
the Committee on Ways and Means favorably reported the bill, as 
amended, by a vote of 35–2. On April 2, 2003, the House passed 
the bill, as amended, by a vote of 396–28. In the Senate, H.R. 743 
was referred to the Senate Committee on Finance, which favorably 
reported the bill with an amendment in the nature of a substitute 
on October 29, 2003. On December 9, 2003, the Senate considered 
and passed the Committee substitute, as amended, by unanimous 
consent. On February 11, 2004, H.R. 743, as passed by the Senate, 
was considered by the House, and passed by a vote of 402–19. 
President Bush signed the bill into law on March 2, 2004 (P.L. 
108–203). 

H.R. 743 protects vulnerable Social Security recipients from rep-
resentative payees who misuse benefits by: enhancing oversight of 
representative payees; disqualifying fugitive felons or persons con-
victed and imprisoned more than a year from serving as represent-
ative payees; creating a new civil monetary penalty for representa-
tive payees who misuse funds; requiring representative payees who 
misuse funds to forfeit their fees; holding representative payees lia-
ble for repayment of misused funds through the overpayment re-
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covery process; authorizing the re-issuance of benefits misused by 
certain representative payees; and requiring representative payees 
who are delinquent in filing annual accounting reports to collect 
the individual’s benefits in person at a local Social Security office. 

H.R. 743 protects the Social Security program by: withholding 
Social Security benefits from those who flee prosecution, or custody 
or confinement after conviction of a felony, or who violate probation 
or parole; imposing a civil monetary penalty against persons who 
withhold material facts in order to obtain or increase benefits; re-
quiring individuals who provide Social Security Administration 
(SSA)-related services for a fee to explain that the SSA may pro-
vide services free of charge; increasing overpayment collection by 
authorizing recovery across Old-Age, Survivors, and Disability In-
surance and Supplemental Security Income (SSI) program lines; 
preventing overpayments by requiring the SSA to issue a receipt 
when a person receiving disability benefits reports work or changes 
in earnings; imposing fines on persons who intimidate, impede, or 
threaten a person carrying out the administration or duties of the 
Social Security Act (P.L. 74–271); and allowing Federal courts to 
order a person who breaks the law relating to Social Security to 
make restitution to the individual, the trust funds, or the general 
fund as appropriate. 

The legislation improves Social Security and SSI applicants’ ac-
cess to representation by extending withholding of attorney fee 
payments to SSI claims for 5 years, coinciding with a 5-year na-
tionwide demonstration project to extend fee withholding to quali-
fied non-attorney representatives for the first time. To ensure 
enough attorneys and representatives remain available to help ap-
plicants, the 6.3 percent assessment on an attorney’s approved fee 
is capped at $75 (adjusted annually for inflation) in both Social Se-
curity and SSI claims. 

H.R. 743 enhances opportunities for individuals with disabilities 
to return to work by improving the effectiveness of programs estab-
lished under the Ticket to Work and Work Incentives Improvement 
Act of 1999 (P.L. 106–170), including clarifying that the Work Op-
portunity Tax Credit is available to employers who hire a disabled 
beneficiary referred from an employment network (not just the 
State rehabilitation agency); and extending certain demonstration 
projects, as well as benefits planning and advocacy programs. The 
legislation also enables individuals receiving disability benefits 
based on a parent’s earnings due to a childhood disability to work 
without fear of losing the ability to restart those benefits if they 
must later stop working. 

The legislation improves and simplifies the SSI program by: ena-
bling children of military parents stationed overseas to receive ben-
efits if the child is born or becomes disabled while outside the 
United States; improving benefits for children and spouses of mili-
tary personnel by eliminating disparities in how cash and non-cash 
military compensation is treated; establishing uniform treatment of 
interest and dividend income and time frames for exclusion of as-
sets in determining eligibility and benefit amount; simplifying pro-
gram administration; and amending rules for students receiving 
SSI to encourage work. 

Finally, the legislation corrects, clarifies, and modifies various 
technical aspects of the law, including closing a loophole in the law 
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that exempted State and local workers who do not pay Social Secu-
rity taxes from the Government Pension Offset, improving public 
education on Social Security provisions affecting benefits for gov-
ernment workers not subject to Social Security taxes, adding Ken-
tucky and Louisiana to the list of states allowed to have a divided 
retirement system, and technical changes to the Railroad Retire-
ment and Survivors’ Improvement Act of 2001 (P.L. 107–90). 

2. SOCIAL SECURITY NUMBER PRIVACY AND IDENTITY THEFT 
PREVENTION ACT OF 2003 

On July 25, 2003, Subcommittee Chairman Shaw introduced 
H.R. 2971, the ‘‘Social Security Number Privacy and Identity Theft 
Prevention Act of 2003.’’ The bill was referred to the Committee on 
Ways and Means, Financial Services, Energy and Commerce, and 
Judiciary. The bill, as amended, was ordered reported by the Com-
mittee on Ways and Means on July 21, 2004, by a vote of 33–0. 
Other Committees of jurisdiction did not act on the bill. 

However, sections 104 and 201–205 from the bill were included 
in H.R. 10, the ‘‘9–11 Recommendations Implementation Act.’’ 
These sections of the bill removed SSNs from drivers’ licenses and 
motor vehicle registrations and improved the integrity of the proc-
ess for issuing SSNs and SSN cards. They were included in H.R. 
10 to address the 9–11 Commission’s recommendation in its Final 
Report of the National Commission on Terrorist Attacks on the 
United States to set standards for the issuance of sources of identi-
fication. H.R. 10 was passed by the House on October 8, 2004, by 
a vote of 282–134. The Senate passed S. 2845, the ‘‘National Intel-
ligence Reform Act of 2004,’’ on October 6, 2004, by a vote of 96– 
2. The House substituted the language from H.R. 10 for the lan-
guage in S. 2845, and passed S. 2845, as amended, on October 16, 
2004, pursuant to H. Res. 827. The conference report on S. 2845 
was agreed to by the House on December 7, 2004, by a vote of 336– 
75 and by the Senate on December 8, 2004, by a vote of 89–2. The 
President signed the bill into law on December 10, 2004 (P.L. 108– 
458). 

Sections 7213 and 7214 of the Conference Report on S. 2845 in-
cluded sections 104 and 202 from H.R. 2971, which removed SSNs 
from drivers’ licenses and motor vehicle registrations and improved 
the process of issuing SSNs to newborns. In addition, section 7213 
of the Conference Report contained language similar to sections 
201 and 204 from H.R. 2971, which required the SSA to independ-
ently verify birth records with the issuing agency and to limit 
issuance of replacement SSN cards. Section 7213 of the Conference 
Report also contained other provisions to prevent fraud and misuse 
with respect to SSNs: requiring the SSA to establish minimum 
standards for verification of documents submitted to obtain an 
original or replacement SSN card; requiring the SSA to add death 
and fraud indicators to SSN verification services provided to em-
ployers, State drivers’ license agencies, and others; and requiring 
the Commissioner of Social Security, in consultation with the Sec-
retary of Homeland Security, to form an interagency task force to 
establish requirements for further improving the security of SSN 
cards and numbers. Finally, sections 7211 and 7212 of the Con-
ference Report prohibited Federal agencies (including the SSA) 
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from accepting for official purposes birth certificates and drivers’ li-
censes not meeting certain minimum standards. 

H.R. 2971 would have prevented the sale, purchase, and display 
to the general public of SSNs in the public and private sectors 
(with certain exceptions for law enforcement, national security, and 
other limited situations). The legislation would have permitted the 
United States Attorney General to authorize the sale, purchase, or 
display to the general public of SSNs in limited circumstances, 
after considering the costs and benefits to the public, government, 
and businesses, and providing for restrictions to prevent fraud, 
crime, deception, identity theft, and risk of harm. The bill would 
have prevented businesses from demanding an individual’s SSN as 
a condition of providing a product or service, unless the SSN is re-
quired under Federal law. Also, the bill would have afforded the 
SSN the same privacy protection as information in a full consumer 
report under the Fair Credit Reporting Act (15 U.S.C. 1681 et. 
seq.). 

In addition, the legislation would have tightened controls on the 
issuance of SSNs, including independent verification of birth 
records, improvements in the process of issuing SSNs to newborns, 
and restricting issuance of replacement SSN cards. The bill also 
would have strengthened enforcement by creating new criminal 
and civil penalties for violations of the law relating to the sale, pur-
chase, display to the general public, and misuse of SSNs, and 
would have enhanced prison sentences for SSN misuse associated 
with repeat offenders, drug trafficking, violent crimes, and ter-
rorism. In addition, H.R. 2971 would have created new criminal 
and civil penalties for SSA employees who fraudulently sell or 
transfer SSNs or SSN cards. 

E. LEGISLATIVE REVIEW OF HUMAN RESOURCES ISSUES 

1. WELFARE REFORM 

a. Reauthorization of the Temporary Assistance for Needy Families 
Program 

H.R. 4, the ‘‘Personal Responsibility, Work, and Family Pro-
motion Act of 2003,’’ would extend and modify the Temporary As-
sistance for Needy Families (TANF) and related programs includ-
ing child care, child support, and child protection. The TANF pro-
gram, first authorized by the Personal Responsibility and Work Op-
portunity Reconciliation Act of 1996 (P.L. 104–193), provides cash 
assistance to 2 million low-income families through a program of 
temporary cash benefits, work supports, and other assistance. The 
1996 welfare reform law authorized the TANF program through 
September 30, 2002. After being extended twice in the 107th Con-
gress, six short-term TANF extension bills were passed in the 
108th Congress. The most recent extension runs through March 31, 
2005. See the section on Extensions of the Temporary Assistance 
for Needy Families Program below for more detailed information. 

Titles I and II of H.R. 4 would extend the authorization of the 
TANF block grant through fiscal year 2008, with block grant fund-
ing for States and territories maintained at the current level of 
$16.6 billion per year, and would increase funding for the Child 
Care and Development Block Grant. Title I also would amend the 
purposes of TANF, including by adding an overarching purpose of 
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improving child well-being. The legislation would focus additional 
funding specifically on promoting healthy marriage, including by 
replacing the current $100 million bonus fund rewarding States 
with decreases in out-of-wedlock birth ratios with an annual $200 
million program of healthy marriage promotion grants (composed of 
$100 million in Federal funds with an equal State matching re-
quirement). The bill also would provide for the creation of a $102 
million fund for research, demonstrations, and technical assistance, 
to be used primarily for promoting healthy marriage programs; $2 
million of this fund would be reserved for improving Native Amer-
ican child protection programs. The legislation would authorize a 
new $20 million per year fatherhood program designed to promote 
closer involvement between fathers and their families. The legisla-
tion would convert high performance bonus funds into a new $100 
million per year bonus fund to reward employment achievement. 

H.R. 4 would increase mandatory funds for the Child Care and 
Development Block Grant under the Committee on Ways and 
Means’ jurisdiction from $2.717 billion in 2003 to $2.917 billion for 
each of fiscal years 2004 through 2008, for a total increase of $1 
billion over the 5-year period. The legislation would increase from 
30 percent to 50 percent the share of TANF funds that States may 
transfer to the Child Care and Development Block Grant and So-
cial Services Block Grant; of this, States could transfer no more 
than 10 percent of TANF funds to the Social Services Block Grant 
in each of fiscal years 2004 through 2008. Separately, the legisla-
tion would increase the authorization for discretionary funding 
under the Child Care and Development Block Grant by a total of 
up to $3 billion through 2008. 

H.R. 4 would specify universal engagement and self-sufficiency 
plan requirements for all families receiving cash assistance. It 
would eliminate the option for individuals to receive benefits for up 
to 2 years without participating in work or other activities and 
specify certain conditions under which States must provide for a 
full check sanction for families receiving TANF. Further, H.R. 4 
gradually would increase the overall State work participation rate 
requirement to 70 percent by fiscal year 2008 and would raise the 
total number of required hours in certain activities. The legislation 
would eliminate the separate and higher State work participation 
rate requirement that currently applies to two-parent families, and 
would update the credit for net caseload reduction used in calcu-
lating the effective work rate that States must achieve to satisfy 
Federal standards. 

Title III of H.R. 4 would amend the child support program to pro-
vide matching Federal funds to States that pass through a limited 
amount of child support to families receiving cash welfare benefits, 
allow States to distribute all child support collected to former wel-
fare families, and impose a $25 annual user fee on certain child 
support cases. In addition, the legislation would require a report on 
undistributed child support payments, reduce the amount of past- 
due child support that would trigger passport denial, specify that 
the Federal income tax refund offset program could be used for col-
lection of past-due child support when a child is no longer a minor, 
expand the Federal administrative offset program for certain past- 
due child support, allow for limited withholding of veterans’ dis-
ability benefits for child support purposes, and revise technical 
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funding formulas related to technical assistance. A provision in 
H.R. 4 that would have provided access to the child support pro-
gram’s National Directory of New Hires to improve the administra-
tion of State unemployment benefit programs was included in H.R. 
3463, which became P.L. 108–295. (See Child Support Enforcement 
section below for additional information on this provision.) 

Title IV of H.R. 4 would extend and expand waiver authority for 
Federal child protection programs administered under Title IV–E 
of the Social Security Act. 

Title V of H.R. 4 would amend Title XVI of the Social Security 
Act to require review of a specified share of State agency disability 
benefit eligibility determinations before making benefit payments 
under the Supplemental Security Income program. 

Title VI of H.R. 4 would authorize a demonstration grant pro-
gram to allow States flexibility to coordinate multiple Federal pro-
grams that provide assistance to low-income families. 

Titles VII and VIII would reauthorize the abstinence education 
and transitional medical assistance programs through fiscal year 
2008. 

H.R. 4 was introduced by Representative Pryce on February 4, 
2003, with Subcommittee Chairman Herger and full Committee 
Chairman Thomas as original cosponsors. The legislation was 
passed in the House on February 13, 2003, by a vote of 230–192. 
On October 3, 2003, the Senate Committee on Finance reported the 
bill to the Senate with an amendment in the nature of a substitute. 
H.R. 4 was considered in the Senate on March 31, and April 1, 
2004; a motion to invoke cloture on the bill and proceed to final 
passage of the legislation failed to receive sufficient support. No 
further action on H.R. 4 was taken in the 108th Congress. 

b. Extensions of the Temporary Assistance for Needy Families Pro-
gram 

H.J. Res. 2, a Joint Resolution making consolidated appropria-
tions for the fiscal year ending September 30, 2003, included a sec-
tion extending TANF block grants for States, supplemental grants, 
mandatory child care, child protection waiver authority, transi-
tional medical assistance, and abstinence education, at cor-
responding fiscal year 2002 levels, through June 30, 2003. The res-
olution was introduced on January 7, 2003, and passed the House 
by voice vote on January 8, 2003. After passing, as amended, in the 
Senate on January 23, 2003, both the House and Senate passed a 
conference report on the bill on February 13, 2003. The bill became 
P.L. 108–7 on February 20, 2003. 

H.R. 2350, the ‘‘Welfare Reform Extension Act of 2003,’’ extended 
TANF and related programs through the remainder of fiscal year 
2003. The bill was introduced by Subcommittee Chairman Herger 
on June 5, 2003, and passed under suspension in the House on 
June 11, 2003, by a vote of 406–6. The Senate agreed to the resolu-
tion under unanimous consent on June 27, 2003, and the bill was 
signed by the President on June 30, 2003 (P.L. 108–40). 

Title I of H.R. 3146 extended through March 31, 2004, TANF and 
related programs. H.R. 3146 was introduced on September 23, 
2003, by full Committee Chairman Thomas and was passed by the 
House under suspension by voice vote on September 24, 2003. On 
September 30, 2003, the Senate passed the legislation with an 
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amendment by unanimous consent and the House agreed to the 
Senate amendment under a unanimous consent agreement. The 
bill became P.L. 108–89. 

S. 2231, the ‘‘Welfare Reform Extension Act of 2004,’’ extended 
TANF and related programs, this time through June 30, 2004. The 
bill was introduced by Senate Finance Committee Chairman Grass-
ley on March 25, 2004, and passed the Senate by unanimous con-
sent that same day. The House agreed to the bill under suspension 
by voice vote on March 30, 2004, after which it was signed by the 
President on March 31, 2004 (P.L. 108–210). 

H.R. 4589, the ‘‘TANF and Related Programs Continuation Act 
of 2004,’’ introduced by Subcommittee Chairman Herger on June 
16, 2004, extended TANF and related programs through September 
30, 2004. Under suspension and by voice vote, the measure passed 
the House on June 22, 2004. The Senate passed the bill under 
unanimous consent on June 23, 2004, and the President signed the 
legislation on June 30, 2004 (P.L. 108–262). 

H.R. 5149, the ‘‘Welfare Reform Extension Act, Part VIII,’’ was 
introduced on September 24, 2004, by Subcommittee Chairman 
Herger to extend TANF and related programs through March 31, 
2005. The House considered the measure on September 29, 2004, 
and it passed by a vote of 416–0 on September 30, 2004. The Sen-
ate passed H.R. 5149 by unanimous consent and the President 
signed the legislation on September 30, 2004 (P.L. 108–308). 

2. CHILD CARE 

H.R. 4 would have increased mandatory funds for the Child Care 
and Development Block Grant under the Committee on Ways and 
Means’ jurisdiction from $2.717 billion in 2003 to $2.917 billion for 
each of fiscal years 2004 through 2008, for a total increase of $1 
billion over the 5-year period. Additional information about H.R. 4 
and child care is provided in the review of TANF reauthorization 
above. 

3. CHILD SUPPORT ENFORCEMENT 

Title III of H.R. 4, the ‘‘Personal Responsibility, Work, and Fam-
ily Promotion Act of 2003,’’ would amend the child support program 
to provide matching Federal funds to States that pass through a 
limited amount of child support to families receiving cash welfare 
benefits, allow States to distribute all child support collected to 
former welfare families, and impose a $25 annual user fee on cer-
tain child support cases, among other changes. Additional informa-
tion regarding H.R. 4 is provided in the review of TANF reauthor-
ization above. 

A provision amending the Social Security Act allowing for limited 
information sharing between the child support program’s National 
Directory of New Hires and certain housing assistance programs in 
order to determine the employment and income of housing program 
participants was included in H.R. 2673, a consolidated appropria-
tions bill for fiscal year 2004. The bill was introduced July 9, 2003, 
passed in the House by a vote of 347–64 on July 14, 2003, and 
passed, as amended, in the Senate on November 6, 2003, by a vote 
of 93 to 1. After a conference report passed the House on December 
8, 2003, by a vote of 242–176, and the Senate on January 22, 2004, 
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by a vote of 65–28, the President signed the bill into law on Janu-
ary 23, 2004 (P.L. 108–199). 

Section 3 of H.R. 3463 provided access to the child support pro-
gram’s National Directory of New Hires for administration of State 
unemployment programs. H.R. 3463, ‘‘the SUTA Dumping Preven-
tion Act,’’ became P.L. 108–295 on August 9, 2004. See the Unem-
ployment Compensation section below for more detail on H.R. 3463. 

The child support program’s National Directory of New Hires 
was further amended by a provision in the final omnibus appro-
priations bill for fiscal year 2005, H.R. 4818. The provision allows 
the Secretary of the Treasury to use information in the New Hire 
database to help in the Federal debt collection process. H. Con. 
Res. 528 directed the Clerk of the House of Representatives to 
make corrections to H.R. 4818 and include the National Directory 
of New Hires provision which amends Title IV of the Social Secu-
rity Act. H. Res. 866, a resolution that passed in the House on No-
vember 20, 2004, by a vote of 233–158, included language providing 
for the adoption of H. Con. Res. 528. H. Con. Res. 528 passed in 
the Senate, with an amendment, by unanimous consent that same 
day. The House passed the amended version of H. Con. Res. 528 
on the suspension calendar by a vote of 381–0 on December 7, 
2004, and President Bush signed the corrected version of H.R. 4818 
into law on December 8, 2004 (P.L. 108–477). 

4. SUPPLEMENTAL SECURITY INCOME 

Title V of H.R. 4 would amend Title XVI of the Social Security 
Act to require review of a specified share of State agency disability 
benefit eligibility determinations before making benefit payments 
under the Supplemental Security Income program. See the TANF 
reauthorization section above for more detailed information on H.R. 
4. 

H.R. 743, the ‘‘Social Security Protection Act of 2003,’’ amended 
the Social Security Act to enhance program protections for disabled 
Social Security and Supplemental Security Income recipients. The 
legislation protected recipients from misuse of benefits by their rep-
resentative payees, prevented fraudulent use of Social Security pro-
grams, improved the attorney fee payment system to help individ-
uals with disabilities gain access to representation, encouraged 
more individuals with disabilities to return to work, and clarified 
Social Security law. After House and Senate passage, H.R. 743 was 
signed into law by the President on March 2, 2004 (P.L. 108–203). 
For further discussion of H.R. 743, see the Subcommittee on Social 
Security section above. 

A provision prescribing penalties for knowingly transferring, pos-
sessing, or using, without lawful authority, a means of identifica-
tion of another person during and in relation to specified felony 
convictions, including violations related to the Supplemental Secu-
rity Income program law, was included in H.R. 1731, the ‘‘Identity 
Theft Penalty Enhancement Act.’’ Introduced on April 10, 2003, the 
bill passed in the House by a voice vote under suspension of the 
rules on June 23, 2004, and passed in the Senate on June 25, 2004, 
by unanimous consent. The President signed the legislation into 
law on July 15, 2004 (P.L. 108–275). 
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5. CHILD PROTECTION, FOSTER CARE, AND ADOPTION 

H.R. 3182, the ‘‘Adoption Promotion Act of 2003,’’ reauthorized 
the Adoption Incentives program under part E of Title IV of the So-
cial Security Act. This legislation reauthorized the program at $43 
million per year for fiscal years 2004 through 2008 while retaining 
the current incentive awards provided to States to promote adop-
tion and updating the incentive award calculation process. Adop-
tion of older children is encouraged by an additional incentive 
award to States of $4,000 per child age 9 or older adopted above 
prior year levels. H.R. 3182 also reauthorized the original $10 mil-
lion authorization of appropriations for technical assistance for fis-
cal years 2004 through 2006; requested a report from HHS high-
lighting State efforts to promote adoption for children; and gave 
HHS authority to impose small financial penalties on States that 
do not submit timely and complete foster care and adoption data. 

A Subcommittee hearing on April 8, 2003, reviewed the imple-
mentation of the 1997 Adoption and Safe Families Act (P.L. 105– 
89) and examined the Adoption Incentives program prior to its re-
authorization. Representatives from HHS, the GAO, and the Na-
tional Conference of State Legislatures, as well as program admin-
istrators and policy experts presented testimony at the hearing. 

H.R. 3182 was introduced by Representative Camp, a member of 
the Subcommittee on Human Resources, on September 25, 2003. 
The House agreed to the legislation on October 8, 2003, under sus-
pension of the rules by voice vote. The Senate passed the bill on 
November 14, 2003, by unanimous consent. On December 2, 2003, 
the bill was signed by the President and became P.L. 108–145. 

H.R. 4504, the ‘‘Safe and Timely Interstate Placement of Foster 
Children Act of 2004,’’ was introduced by Majority Leader DeLay 
and Subcommittee Chairman Herger on June 3, 2004. H.R. 4504, 
as amended, passed the House on October 5, 2004, under suspen-
sion of the rules by voice vote. 

Following eight Subcommittee hearings on child protection 
issues, H.R. 4856, the ‘‘Child Safety, Adoption, and Family En-
hancement (Child SAFE) Act of 2004,’’ was introduced by Sub-
committee Chairman Herger on July 19, 2004. No further action 
was taken on H.R. 4856 in the 108th Congress. 

6. UNEMPLOYMENT COMPENSATION 

a. Temporary Extended Unemployment Compensation 
S. 23, legislation to amend the Temporary Extended Unemploy-

ment Compensation (TEUC) Act of 2002 which was Title II of the 
Job Creation and Worker Assistance Act of 2002 (Public Law 107– 
147), extended eligibility for TEUC benefits through June 1, 2003, 
with a phase out continuing the availability of benefits through Au-
gust 30, 2003. The legislation passed the Senate by voice vote on 
January 7, 2003, and passed in the House by a vote of 416–4 on 
January 8, 2003. The President signed the legislation on January 
8, 2003 (P.L. 108–1). 

H.R. 1559, the ‘‘Emergency Wartime Supplemental Appropria-
tions Act, 2003’’ signed into law on April 16, 2003 (P.L. 108–11), 
further amended the TEUC Act of 2002 (P.L. 107–147) to provide 
additional temporary extended unemployment compensation bene-
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fits to certain eligible displaced airline industry related workers 
through December 2004. 

H.R. 2185, the ‘‘Unemployment Compensation Amendments of 
2003,’’ extended eligibility for TEUC benefits through December 31, 
2003, with a phase-out continuing the availability of benefits 
through March 31, 2004. H.R. 2185 was introduced by Representa-
tive Dunn, a member of the full Committee, on May 21, 2003, and 
passed in the House by recorded vote of 409–19 on May 22, 2003. 
The Senate agreed to the bill, without amendment, by unanimous 
consent on May 23, 2003, and the President signed the legislation 
on May 28, 2003 (P.L. 108–26). 

b. SUTA Dumping Prevention Act 
On June 19, 2003, the Subcommittees on Human Resources and 

Oversight held a joint hearing on SUTA (State Unemployment Tax 
Act) dumping. The Subcommittees heard testimony from the U.S. 
Department of Labor, the GAO, program administrators, and em-
ployers on the issue of SUTA dumping and possible solutions to the 
problem. Subcommittee Chairman Herger, along with Ranking 
Member Cardin and other Committee Members, introduced H.R. 
3463, the ‘‘SUTA Dumping Prevention Act of 2003,’’ on November 
6, 2003. The House passed H.R. 3463, as amended, by voice vote 
on July 14, 2004, under suspension of the rules. The measure 
passed the Senate, without amendment, by unanimous consent on 
July 22, 2004, and was signed by the President on August 9, 2004 
(P.L. 108–295). 

7. CHARITABLE CHOICE AND INDIVIDUAL DEVELOPMENT ACCOUNTS 

H.R. 7, the ‘‘Charitable Giving Act of 2003,’’ included a provision 
that would extend the authorization of the Individual Development 
Account (IDA) demonstration program for 5 years through fiscal 
year 2008. The bill also would make several technical changes to 
ease program administration, such as encouraging ‘‘financial lit-
eracy activities,’’ expanding certain income criteria for determining 
eligibility, and providing more flexibility in spending IDA funds for 
educational and other expenses. Other sections of H.R. 7 would cre-
ate a new $150 million compassion capital grant fund to support 
and replicate promising social service programs, and restore the 10 
percent annual limit on State transfers from the Federal Tem-
porary Assistance for Needy Families program to the Social Serv-
ices Block Grant program. 

H.R. 7 was introduced by Representative Blunt on May 7, 2003. 
The bill was reported, as amended, by the Committee on Ways and 
Means on September 16, 2003, by voice vote and the Committee on 
Education and the Workforce discharged the bill on September 16, 
2003. The House passed the legislation on September 17, 2003, by 
a vote of 408–13. 

Provisions related to H.R. 7 were passed in the Senate as part 
of S. 1786, which was introduced on October 28, 2003, by Senator 
Lamar Alexander. On February 12, 2004, S. 1786 passed the Sen-
ate, with an amendment, by unanimous consent. 

No further action was taken on either H.R. 7 or S. 1786 in the 
108th Congress. 
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8. TEMPORARY STATE FISCAL RELIEF 

H.R. 2, introduced as the ‘‘Jobs and Growth Tax Act of 2003,’’ on 
February 27, 2003, was reported, as amended, from the Committee 
on May 8, 2003, by a vote of 24–15. The legislation passed the 
House on May 9, 2003, by a vote of 222–203. On May 15, 2003, the 
Senate amended the bill to include items such as temporary State 
aid and passed it by a vote of 51–49. Section 401 of the bill amend-
ed the Social Security Act to provide temporary funding for State 
fiscal relief in fiscal years 2003 and 2004. State and local govern-
ments received a total of $10 billion in flexible funding assistance, 
along with an estimated $10 billion in enhanced Medicaid funding 
during fiscal years 2003 and 2004. The House and Senate agreed 
to the conference report on H.R. 2 on May 23, 2003, by votes of 
231–200 and 51–50, respectively. The President signed the legisla-
tion on May 28, 2003 (P.L. 108–27). 

F. LEGISLATIVE REVIEW OF DEBT ISSUES 

On March 21, 2003, the House approved H. Con. Res. 95 setting 
forth the Congressional budget for the United States Government 
for fiscal year 2004, revising the budget for fiscal year 2003, and 
setting forth appropriate budgetary levels for each fiscal year 2005 
through 2013. The House agreed to the Conference Report on H. 
Con. Res. 95 on April 11, 2003. As a result of the adoption of H. 
Con. Res. 95 by the House and the Senate, H.J. Res. 51, a bill to 
amend Title 31 of the U.S. Code to increase the public debt limit, 
was deemed to pass the House pursuant to House Rule XXVII. 

On May 23, 2003, H.J. Res. 51 passed the Senate and the Presi-
dent signed the bill into law on May 27, 2003 (P.L. 108–24). The 
bill increased the public debt limit from $6.4 trillion to $7.4 trillion. 

On November 16, 2004, Senator Bill Frist introduced S. 2986, a 
bill to amend title 31 of the U.S. Code to increase the public debt 
limit. The bill passed the Senate on November 17, 2004. The House 
passed the bill on November 18, 2004, and the President signed the 
bill into law on November 19, 2004 (P.L. 108–414). The bill in-
creased the public debt limit from $7.4 trillion to $8.2 trillion. The 
bill does not violate the origination clause of the Constitution of the 
United States because increasing the debt limit is not a revenue 
measure. 

II. Oversight Review 

A. OVERSIGHT AGENDA 

COMMITTEE ON WAYS AND MEANS, 
U.S. HOUSE OF REPRESENTATIVES, 

Washington, DC, January 29, 2003. 
Hon. TOM DAVIS, 
Chairman, Committee on Government Reform, 2157 Rayburn House 

Office Building, Washington, DC. 
Hon. ROBERT W. NEY, 
Chairman, Committee on House Administration, 1309 Longworth 

House Office Building, Washington, DC. 
DEAR CHAIRMAN DAVIS AND CHAIRMAN NEY: In accordance with 

the requirements of Clause 2 of Rule X of the rules of the House 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00090 Fmt 6659 Sfmt 6602 E:\HR\OC\HR810.XXX HR810



79 

of Representatives, the following is a list of oversight hearings and 
other oversight-related activities, which the Committee on Ways 
and Means and its Subcommittees plan to conduct during the 
108th Congress. 

FULL COMMITTEE 

1. Rules, Regulations, Statutes and Court Decisions. On an ongo-
ing basis, the Committee and its Subcommittees will review spe-
cific problems within the Committee’s jurisdiction with Federal 
rules, regulations, statutes and court decisions that are ambiguous, 
arbitrary, or nonsensical, or impose a severe financial burden on 
individuals. 

2. Tax Reform. The full Committee will hold hearings to examine 
proposals by President Bush to reform Federal taxation. 

3. Medicare Reform. The full Committee will hold hearings to ex-
amine proposals by President Bush to reform Medicare. 

SUBCOMMITTEE ON OVERSIGHT 

1. Tax Simplification. In cooperation and coordination with the 
full Committee and the Subcommittee on Select Revenue Measures, 
the Subcommittee will continue its efforts from the 105th, 106th, 
and 107th Congresses to examine areas of complexity in Federal 
tax law. Following the recommendations of the Joint Committee on 
Taxation, Chairman Houghton and other Members have introduced 
legislation that would fundamentally reform and simplify the Inter-
nal Revenue Code. The Treasury Department and a variety of 
groups interested in tax administration also have proposed tax sim-
plification measures. 

2. IRS Budget and Filing Season. The Subcommittee will hold 
hearings in both 2003 and 2004 to review the Administration’s 
budget request and the tax filing season. The Subcommittee will 
review how the IRS is improving customer service, modernizing its 
computer systems, managing the IRS restructuring, and carrying 
out its tax examination and collection functions. 

3. National Taxpayer Advocate and Free Filing. The Sub-
committee will hold a hearing to evaluate the legislative rec-
ommendations of the National Taxpayer Advocate and the leading 
problems faced by taxpayers, as described in the Taxpayer Advo-
cate’s Annual Report. In addition, the Subcommittee will hear tes-
timony from IRS officials concerning the IRS Free Filing initiative. 
Free Filing, a partnership with private sector firms, is a model for 
future business-IRS cooperation. 

4. The Appropriate Role of Tax-Preferred Organizations. The Sub-
committee has received reports of tax-preferred organizations that 
may be operating beyond the scope of their charitable status. Tax- 
exempt groups are required by law to engage primarily in activities 
that meet their charitable or stated purpose, and the IRS is 
charged with reviewing the activities of tax-preferred groups. The 
Oversight Subcommittee will review the current law, adequacy of 
IRS oversight and reporting requirements, and suggestions for im-
provement. 

5. Reporting Requirements of Tax-Exempt Groups. During the 
106th and 107th Congresses, legislation was enacted (P.L. 106–230, 
P.L. 107–276) to ensure that Internal Revenue Code Section 527 
political organizations are accountable to the public through disclo-
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sure requirements, including a database of contributions and ex-
penditures that is accessible and searchable on the Internet. The 
Subcommittee will review the reporting done by other tax-exempt 
groups, both to the Internal Revenue Service and other agencies, 
to determine the need for similar reporting to ensure appropriate 
oversight and disclosure. 

6. Tax Incentives for Low-Income Individuals and Distressed 
Communities. The Subcommittee will continue its efforts from the 
107th Congress to review the benefits of and make recommenda-
tions for improvement to various tax incentives that help Ameri-
cans with minimal or no jobs skills to move into the work force and 
encourage economic development in areas of need, including the 
Work Opportunity Tax Credit, Welfare-to-Work Tax Credit, New 
Markets Tax Credit, and Renewal Communities program. 

7. IRS Computer Modernization. The Subcommittee will continue 
to monitor the progress of the IRS in modernizing its computer sys-
tems. Assuring a successful conclusion to this multi-billion dollar 
upgrade will be the major focus of the ongoing review. Success of 
the business systems modernization project is critical to the IRS’ 
ability to provide enhanced service to taxpayers. 

8. Improving IRS Administration of Tax Laws. The Sub-
committee will review proposals to improve the quality and effi-
ciency of IRS tax administration, including proposals to improve 
IRS debt collection procedures and enhance Earned Income Credit 
(EIC) compliance. The Subcommittee will review the proposed IRS 
National Research Program as well as the overall IRS audit and 
compliance rates, including a review of the appropriate audit rates 
across income levels and possible tax avoidance schemes. 

9. Taxpayer Rights. The Subcommittee will continue to monitor 
the implementation of taxpayer rights provisions in the landmark 
IRS Reform and Restructuring Act (RRA ’98) and evaluate new 
proposals to enhance taxpayer rights. 

10. IRS Tax Data Sharing for Government Statistical Purposes. 
The ‘‘Confidential Information Protection and Statistical Efficiency 
Act of 2002,’’ Title V of the ‘‘E-Government Act of 2002’’ (P.L.107– 
347), allows for sharing of non-tax business data among certain 
statistical agencies. In order to further improve the quality and 
quantity of available statistical data for government decision mak-
ers, the Subcommittee will examine whether the Internal Revenue 
Code should be amended to allow Internal Revenue Service tax 
data to be shared with other agencies for statistical purposes. 

11. IRS Individual Taxpayer Identification Numbers. Reports 
have indicated that illegal aliens and third parties are using Inter-
nal Revenue Service’s Individual Tax Identification Numbers 
(ITIN) for non-tax purposes, such as obtaining drivers’ licenses and 
opening bank accounts. The Subcommittee will review the IRS 
ITIN program, as well as its efforts to identify the fraudulent use 
of Social Security numbers on tax documents. 

12. Department of the Treasury’s Bureau of Tax and Trade. ‘‘The 
Homeland Security Act of 2002’’ (P.L. 107–296) transferred the law 
enforcement functions of the Treasury Department’s Bureau of Al-
cohol, Tobacco, and Firearms (BATF) to the Department of Justice. 
However, the revenue administration and revenue enforcement 
functions of BATF were retained at Treasury as the Bureau of Tax 
and Trade. The Subcommittee will review the status of this transi-
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tion, as well as any new issues facing the Bureau of Tax and 
Trade. 

13. Oversight of Drug Interdiction Efforts. The Oversight Sub-
committee will hold a hearing to review activities undertaken by 
the Departments of Treasury and Homeland Security to address 
federal drug interdiction efforts using laws relating to cash trans-
action reporting, money laundering, foreign tax havens, and na-
tional security laws administered by the IRS, U.S. Customs Serv-
ice, and other entities. 

14. Field Investigations and Hearings. The Subcommittee will 
conduct such field investigations and hearings as Committee staff-
ing and budget resources permit, and as are necessary for purposes 
of evaluating the effectiveness of and compliance with the pro-
grams and laws under the jurisdiction of the Committee on Ways 
and Means. 

SUBCOMMITTEE ON TRADE 

1. Bush Administration Trade Policy. The Subcommittee will 
hold a hearing to give the Administration an opportunity to de-
scribe its trade policy since the passage of Trade Promotion Au-
thority and respond to Member questions. 

2. Preparations for the 2003 World Trade Organization Ministe-
rial. The Subcommittee will hold hearings on United States prep-
arations for the 2003 WTO Ministerial in Cancun, Mexico (Sep-
tember 2003) and progress in the ongoing negotiations on the Doha 
Development Agenda, particularly with respect to agriculture, serv-
ices, industrial tariffs, and development issues. 

3. Bilateral Free Trade Agreements with Singapore and Chile. 
The Subcommittee will continue its oversight of the negotiations 
for bilateral free trade agreements with Singapore and with Chile. 
Now that these negotiations have concluded, the Subcommittee will 
continue to consult with the Administration and will hold hearings 
to on the agreements and will consider implementing legislation 
under TPA processes. 

4. Free Trade Area of the Americas. In preparation for the Miami 
Ministerial meeting scheduled for late 2003, the Subcommittee will 
hold a hearing on the status of negotiations to establish a Free 
Trade Area of the Americas, with a focus on market access offers 
and the role of the United States and Brazil as co-chairs of the 
process until the conclusion of negotiations in 2005. 

5. Negotiation of Bilateral Free Trade Agreements. The Sub-
committee will continue its oversight and hold hearings to assess 
the status of negotiations for free trade agreements with countries 
for which the Administration has notified Congress of its intent to 
negotiate: Morocco; the members of the Central American Economic 
Integration System (Costa Rica, El Salvador, Guatemala, Hon-
duras, and Nicaragua); the South African Customs Union (Bot-
swana, Lesotho, Namibia, South Africa and Swaziland); and Aus-
tralia. In addition, the Subcommittee will explore whether other 
countries may be appropriate candidates for free trade agreements. 
Finally, the Subcommittee will consider the impact of free trade 
agreements on multilateral negotiations. 

6. Relationship between Trade and National Security. On several 
occasions during the 107th Congress, the Administration asked the 
Committee to consider certain trade benefits for national security 
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reasons. The Committee intends to continue its examination of 
such issues, including an assessment of the national security bene-
fits and the impact on affected U.S. industries and workers. 

7. Miscellaneous Duty Suspensions and Technical Corrections to 
U.S. Trade Laws. The House passed legislation in the 107th Con-
gress to temporarily suspend duties on a wide range of non-
controversial products and to make technical corrections to U.S. 
trade laws. The Senate, however, did not act on this legislation. 
The Subcommittee intends to reconsider this legislation and per-
haps consider an additional bill later in the new Congress. 

8. U.S. Trade Remedy Laws. The Subcommittee will continue to 
review the application of U.S. antidumping, countervailing duty, 
and safeguard laws including the impact of these remedies on the 
injured domestic industries as well as the effect of trade remedies 
on downstream users of products subject to these actions. The Sub-
committee will hold a hearing on the impact of the tariffs imposed 
by the President on March 20, 2001, as a result of a section 201 
investigation on certain steel products, which is scheduled for a 
mid-term review in September 2003. At the hearing, the Com-
mittee will seek testimony on the impact of the tariffs on steel pro-
ducers, users, and the U.S. economy; the progress of dispute settle-
ment proceedings in the World Trade Organization (WTO); and 
whether the action should be reduced, modified, or terminated. The 
Subcommittee will continue to monitor the status of World Trade 
Organization negotiations, consultations, panel proceedings, and 
decisions concerning U.S. trade remedy laws and their application, 
and will work with the Administration to assure compliance with 
U.S. WTO obligations. 

9. Authorizations for the U.S. Customs Service, the Office of the 
United States Trade Representative (USTR), and the U.S. Inter-
national Trade Commission (ITC). The Subcommittee will hold 
hearings on authorizations for the trade agencies for FY 2004 and 
2005 and work towards passage of authorization legislation. The 
Subcommittee will review funding for the Customs Automated 
Commercial Environment (ACE), the Customs Cyber-smuggling 
Center, drug enforcement efforts, and the International Trade Data 
System (ITDS). In particular, the Subcommittee will examine the 
scope of the authorization for Customs given its incorporation into 
the new Department of Homeland Security and will conduct over-
sight of that reorganization and its impact on the collection of rev-
enue and trade facilitation. 

In addition, the Subcommittee will follow up on Customs’ efforts 
to streamline the entry process and implement the entry Revision 
Project. Also, in light of a GAO study requested by Chairman 
Crane, which found that the Office of Regulations and Rulings at 
the U.S. Customs Service did not issue rulings in a timely manner, 
the Subcommittee will continue its oversight to ensure that Cus-
toms is making the changes needed to address this concern. 

10. User Fees. The Subcommittee will continue its oversight of 
Customs user fees, including the amount of the fees and their rela-
tionship to the actual cost for providing services. The Sub-
committee will also consider reauthorization of the fees, which ex-
pire on September 30, 2003. The Subcommittee will examine issues 
surrounding the Consolidated Omnibus Reconciliation Act of 1985 
(COBRA) account, especially whether the account contains suffi-
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cient resources to fund inspectional services and whether revised 
fee collections are appropriate. Significant issues to consider will be 
the entire nature of fees for customs operations within a much 
larger non-trade organization of the Department of Homeland Se-
curity. The Subcommittee will examine a study on user fees under-
taken by the General Accounting Office and will consider whether 
Customs is implementing requirements of the Trade Act of 2002 to 
provide cost accounting of customs services for which fees are col-
lected. 

11. Trade Adjustment Assistance (TAA). The Subcommittee will 
continue its oversight of the general TAA programs for workers and 
firms in light of the substantial revisions made by the Trade Act 
of 2002. 

12. Trade Relations with China. The Subcommittee will continue 
to monitor China’s compliance with its WTO obligations and will 
examine the adequacy of U.S. technical assistance programs to pro-
mote the rule of law in China. 

13. Permanent Normal Trade Relations with Russia and Other 
Jackson-Vanik Countries. The Subcommittee will hold hearings and 
consider legislation on the application of and potential graduation 
from Jackson-Vanik for these countries, particularly Russia, at the 
appropriate time. The Subcommittee will continue to monitor the 
progress of these countries in negotiating their accession to the 
WTO. 

14. Trade and Development Act of 2000. The Subcommittee will 
hold a hearing or request public comment on the Trade and Devel-
opment Act of 2000 (Africa/Caribbean Basin Initiative), the en-
hancement to these programs contained in the Trade Act of 2002, 
and the Andean Trade Preferences Act to ensure that the legisla-
tion is being implemented in a manner consistent with Congres-
sional intent. The Committee will also consider whether any 
changes, enhancements, or extensions to these programs are appro-
priate. 

15. Conflict diamonds. During the 107th Congress, the House 
passed legislation prepared and approved by the Committee to ad-
dress trade in so-called ‘‘conflict diamonds’’ and implementation of 
the international Kimberly Process negotiations. The Senate, how-
ever, did not consider the legislation. The Committee intends to 
consider such legislation again in light of the additional progress 
made in the Kimberly Process. 

16. Jackson-Vanik Waiver and Extension of Normal Trade Rela-
tions to the Socialist Republic of Vietnam. The Subcommittee’s an-
nual review of Vietnam’s Jackson- Vanik waiver will begin in June 
with a Presidential determination of that country’s status for the 
upcoming year. The effect of the President’s waiver is to grant con-
ditional normal trade relations (NTR) status to products from Viet-
nam and to make U.S. exporters eligible for certain export credit 
guarantees in doing business with Vietnam. If a resolution of dis-
approval is introduced with respect to the President’s Jackson- 
Vanik determination for Vietnam, the Subcommittee plans to hold 
a hearing and consider the issue. 

17. Normal Trade Relations with the Lao People’s Democratic Re-
public. The Subcommittee will continue its oversight of bilateral re-
lations between the United States and Laos. Laos does not cur-
rently receive normal trade relations (NTR) status because it is in-
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cluded in the Harmonized Tariff Schedule (HTS) of the United 
States in General Note 3(b) on the list of countries whose products 
are subject to column 2 (non-NTR) tariff rates. In 1997, the United 
States and the Lao People’s Democratic Republic concluded a bilat-
eral commercial agreement which calls for a reciprocal extension of 
normal trade relations, but that agreement has not yet entered into 
force. The only action required to grant permanent NTR status to 
Laos is for Congress to enact legislation amending the HTS to 
strike Laos permanently from General Note 3(b). 

18. Sanctions Reform. In response to the dramatic growth in the 
imposition of unilateral economic sanctions and their impact on 
U.S. trade and competitiveness in international markets, the Sub-
committee will continue its oversight on the use and effectiveness 
of U.S. unilateral trade sanctions, in particular whether any pro-
posed sanction will achieve its intended objectives and whether the 
achievement of those objectives outweigh any likely costs to United 
States foreign policy, national security, economic, and humani-
tarian interests. 

19. Rules of Origin and Country of Origin Marking. The Sub-
committee will continue to review and consult with the Administra-
tion and the trade community on the status of rules of origin nego-
tiations underway in the World Customs Organization; update 
rules of origin and country of origin marking to implement those 
negotiations so they reflect current business production, sales, and 
distribution practices; review whether U.S. law and U.S. Customs 
enforcement efforts are effective in preventing unlawful trans-
shipment; and review the implementation labeling requirements by 
United States and its trading partners with respect to meat, fresh 
produce, and genetically modified products. 

20. Trade Relations with Japan. The Subcommittee will continue 
its oversight of U.S.-Japan trade relations, focusing on the neces-
sity for Japan to implement broad structural reforms, including de-
regulation of its economy, reform of its banking system, improved 
transparency, and the opening of its distribution system to elimi-
nate exclusionary business practices. 

21. Asia Pacific Economic Cooperation Forum. The Subcommittee 
will continue to review the status of U.S. trade policy objectives in 
Asia, particularly in the Asia Pacific Economic Cooperation Forum 
negotiations. 

SUBCOMMITTEE ON HEALTH 

1. Regulatory and Contracting Reform. The Subcommittee will 
hold a hearing to evaluate the management of the Centers for 
Medicare and Medicaid Services (CMS) oversight over the Medicare 
program and to explore changes that could be made to improve its 
efficiency and its interactions with beneficiaries and the providers 
that serve them. 

2. MedPAC Report and Recommendations. The Subcommittee 
will hold a hearing on the Medicare Payment Advisory Commis-
sion’s (MedPAC) 2003 recommendations to Congress regarding 
Medicare payment policies. Every year, MedPAC’s panel of health 
care experts makes recommendations to Congress and its Commit-
tees with jurisdiction over the program. 

3. Medicare’s Cost-sharing and Supplemental Coverage. The Sub-
committee will hold a hearing to explore Medicare’s cost-sharing 
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structure and the adequacy and supplemental Medigap coverage 
which fills in gaps in coverage. 

4. Prescription Drug Coverage. The Subcommittee will hold a 
hearing on the need for an out-patient prescription drug benefit. 
The hearing will examine benefit design considerations. 

5. Health Care Quality. The Subcommittee will hold a hearing to 
examine health care quality issues. In particular the Subcommittee 
will examine ideas to reduce medical errors. The Committee will 
also examine new ways to deliver care, such as disease manage-
ment programs. 

6. Medicare Waste, Fraud and Abuse. The Subcommittee will ex-
amine enforcement of laws to combat waste, fraud and abuse in the 
Medicare program and what steps might be taken to improve their 
application. 

7. Medically Uninsured. The Subcommittee will hold a hearing 
on options to reduce the number of individuals and families with-
out health insurance. That hearing will include an examination of 
tax credits. 

8. Graduate Medical Education. The Subcommittee will examine 
how Medicare pays teaching hospitals to train and educate physi-
cians and explore options for reform. 

9. Medicare Modernization. Examine proposals to make Medicare 
more efficient and responsive. 

10. Other Issues. Further hearings will be scheduled as time per-
mits to examine certain additional aspects of Medicare program 
management. 

SUBCOMMITTEE ON HUMAN RESOURCES 

1. Welfare Reform. The Subcommittee will continue working to 
reauthorize the Temporary Assistance for Needy Families (TANF) 
and related programs created and amended under the 1996 welfare 
reform law. The Subcommittee also will conduct oversight hearings 
on TANF and related programs. Issues of particular interest to the 
Subcommittee are the impact of welfare reform on children and 
families and the use of welfare funds to strengthen families and 
promote healthy marriage, as well as efforts to support increased 
work by welfare recipients, further reduce poverty, and improve 
child well-being. 

2. Child Care. Child care funding has increased substantially 
since enactment of the 1996 welfare reform law. The Subcommittee 
will examine State use of mandatory and matching grant portions 
of the Child Care and Development Block Grant, as well as other 
funding sources used to support child care needs, including the 
TANF and Social Service Block Grants. 

3. Child Support Enforcement. Child support payments have be-
come increasingly important to low-income families as they leave 
and stay off welfare and begin moving up the economic ladder. The 
Subcommittee will hold hearings to review changes to the program 
made in 1996 and subsequent reform laws, as well as proposals for 
further system improvement. 

4. Supplemental Security Income (SSI). For the past several 
years the SSI program has been on the General Accounting Office’s 
list of programs at high risk of waste, fraud, and abuse. The Sub-
committee will review various proposals to reduce this risk and im-
prove the program. The Subcommittee also will continue oversight 
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of changes made to the SSI program in the 1996 welfare reform 
law and subsequent laws. 

5. Child Protection. In preparation for reauthorization of the 
Adoption Incentive Payments program, which provides bonuses to 
States for increasing the number of adoptions of children from fos-
ter care over the previous year’s level, oversight hearings will re-
view both the program and improvement proposals. In addition, the 
Subcommittee will conduct oversight hearings on the broader oper-
ation of the Nation’s child welfare system, including under the Safe 
and Stable Families program and other program changes made 
through the Adoption and Safe Families Act of 1997. 

6. Unemployment Compensation. The Subcommittee will conduct 
hearings on the Nation’s unemployment compensation system. Sev-
eral issues, including improving the program to better promote 
work and savings, reducing extended unemployment and assessing 
the benefits, costs and consequences of providing extended benefits, 
improving program integrity, and increasing State flexibility in de-
signing and administering benefits and assisting in returns to 
work, will be examined in these hearings. 

SUBCOMMITTEE ON SOCIAL SECURITY 

1. Social Security’s financial challenges. The Subcommittee will 
hold hearings to examine various issues affecting the well being of 
individual recipients, the financial challenges facing Social Security 
programs, and options to address those challenges. In addition, the 
Subcommittee will examine work incentives and tax burdens for 
seniors, impacts of global aging, and Social Security coverage 
issues. 

2. Use of the Social Security Number (SSN). The Subcommittee 
will continue its examination of the use of the SSN as an identifier 
and the degree to which such use contributes to identity theft and 
Social Security program fraud. The integrity of the SSN enumera-
tion process and the crediting of workers’ wages will also be exam-
ined. The Subcommittee will also review legislative options to en-
hance SSN privacy in both the public and private sectors. 

3. Disability program improvements and oversight. The Sub-
committee will continue to examine service delivery provided by 
the Social Security Disability Insurance program, including the So-
cial Security Administration’s (SSA’s) implementation of the Ticket 
to Work and Work Incentives Improvement Act as well as SSA’s 
disability program management and efforts to improve workload 
processing at both the initial application and appeals levels. The 
Subcommittee will continue to review the degree to which Social 
Security disability programs address the challenges faced today by 
those whose disabilities prevent them from working. 

4. Stewardship of the Social Security programs. The Sub-
committee will conduct oversight hearings to examine the manage-
ment of the Social Security programs, assess their potential vulner-
ability to fraud, and to explore legislative remedies. 

5. Service delivery. The Subcommittee will continue its ongoing 
oversight of SSA’s service delivery as the agency prepares to ad-
dress the service needs of aging baby boomers while facing the loss 
of one half of its workforce due to retirement. The Subcommittee 
will address the agency’s management of information technology, 
efforts to modernize service delivery to meet the changing expecta-
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tions of today’s customers, plans to recruit and retain new workers, 
and initiatives to educate the public on Social Security programs 
and the challenges they face. 

SUBCOMMITTEE ON SELECT REVENUE MEASURES 

As directed by the Chairman of the full Committee, the Sub-
committee on Select Revenue Measures will conduct hearings and 
develop legislation on a variety of tax issues. 

This list is not intended to be exclusive. The Committee antici-
pates that additional oversight activities will be scheduled as 
issues arise and/or as time permits. 

Best regards, 
BILL THOMAS, Chairman. 

B. ACTIONS TAKEN AND RECOMMENDATIONS MADE WITH RESPECT 
TO OVERSIGHT PLAN 

Full Committee 
1. Rules, Regulations, Statutes and Court Decisions. 
Actions taken: On an ongoing basis, the Committee reviewed spe-

cific problems within the Committee’s jurisdiction, of Federal rules, 
regulations, statutes and court decisions that impose a severe fi-
nancial burden on individuals. The Committee held a hearing on 
July 17, 2003, to investigate waste, fraud, and abuse of taxpayer 
monies within the Social Security and Medicare programs. The 
Committee has also taken legislative action on a number of meas-
ures to modernize these Federal Government programs to ensure 
that they provide the best service to taxpayers. The findings of the 
Committee were submitted to the Committee on the Budget in ac-
cordance with the H. Con. Res. 95, the Concurrent Resolution of 
the Budget for Fiscal Year 2004. 

In addition, the Committee continued its work with the Joint 
Committee on Taxation (JCT) to review and improve methodologies 
for estimating the impact of tax policy changes on tax receipts and 
the overall economy. As a result of a change in the House Rules 
in the 108th Congress, the JCT provided a detailed analysis of the 
macroeconomic impact of the Jobs and Growth Tax Relief Reconcili-
ation Act of 2003 (P.L. 108–27) in the Committee Report (Report 
No. 108–94). 

2. Tax Reform. 
Actions taken: The Committee held hearings on various tax re-

forms suggested in the President’s FY 2004 and FY 2005 budgets 
during the 108th Congress. Hearings to receive testimony from Ad-
ministration officials and private sector witnesses on the FY 2004 
budget were held in February and March of 2003, while hearings 
to receive testimony from Administration witnesses on the FY 2005 
budget were held in February 2004. As a result of information re-
ceived during these hearings, tax legislation reflecting proposals for 
individual and business reforms were included in a series of bills 
during the 108th Congress. Proposals for individual and family tax 
relief were included in both the Jobs and Growth Tax Relief Rec-
onciliation Act of 2003 (P.L. 108–27) and in the Working Families 
Tax Relief Act of 2004 (P. L. 108–311). In addition, other tax relief 
proposals developed by the Committee on the basis of budget pro-
posals were enacted as part of the American Jobs Creation Act of 
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2004 (P.L. 108–357) or included in other proposals considered by 
the House of Representatives, including the conference report on 
energy legislation (H.R. 6) and H.R. 7, the ‘‘CARE Act.’’ 

3. Medicare Reform. 
Actions taken: The full Committee held hearings on prescription 

drugs and reform in Medicare on February 10, 2003, when it heard 
testimony on the President’s FY 2004 Budget with the U.S. Depart-
ment of Health and Human Services, and on April 9, 2003, when 
it heard testimony on expanding prescription drug coverage under 
Medicare. Testimony taken at these hearings helped form the basis 
of legislation considered by the Committee. 

H.R. 2473, the ‘‘Medicare Prescription Drug and Modernization 
Act,’’ was introduced June 16, 2003, and was reported out of the 
Committee on Ways and Means on June 17, 2003, by a vote of 25– 
15. On June 27, 2003, the House passed H.R. 1, the ‘‘Medicare Pre-
scription Drug, Improvement, and Modernization Act,’’ (MMA) 
which included provisions of H.R. 2473, by a vote of 216–215. The 
Senate passed similar legislation on June 27, 2003, by a vote of 76– 
21. The bills were conferenced, reported favorably, and the House 
passed the Conference Report on November 22, 2003, by a vote of 
220–215. The Senate also passed the Conference Report by a vote 
of 54–44 on November 25, 2003, and the legislation was signed into 
law December 8, 2003 (P.L. 108–173). 

The law reforms the Medicare program by adding a new pre-
scription drug benefit; instituting reforms that will reduce the 
prices of prescription drugs; reforming the Medicare Advantage 
program by increasing competition among plans and introducing a 
new regional preferred provider organization (PPO) option; insti-
tuting cost containment measures to ensure the long-term solvency 
of the program; reducing fraud and abuse in the program, includ-
ing reforms to the Medicare Secondary Payer system, payments for 
drugs covered under Part B of the program and payments for dura-
ble medical equipment, thereby ensuring adequate reimbursement 
for services while reducing beneficiary cost sharing; instituting a 
new chronic care improvement program to better manage the care 
of beneficiaries with multiple chronic diseases; requiring hospitals 
to report on quality measures; reforming Medicare supplementary 
insurance; and providing for reform of the administrative and con-
tracting functions of the program. 

Subcommittee on Oversight 

A. Subcommittee Hearings for 108th Congress 
1. National Taxpayer Advocate Report and Free Filing. 
Actions taken: The Subcommittee held a hearing on February 13, 

2003, on Free Electronic Filing and the National Taxpayer Advo-
cate’s 2002 Annual Report. The hearing evaluated the legislative 
recommendations of the National Taxpayer Advocate and the lead-
ing problems faced by taxpayers, as described in the Annual Re-
port. In addition, the Subcommittee heard testimony from Internal 
Revenue Service (IRS) officials concerning the IRS Free Filing ini-
tiative. Free Filing, a partnership with private sector consortium of 
electronic tax preparers is designed to allow up to 60 percent of 
taxpayers to file online for free. 

2. Private Collection Agencies. 
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Actions taken: The Subcommittee held a hearing on May 13, 
2003, on the Administration’s proposal to use private collection 
agencies (PCAs) to support the IRS debt collection efforts. Each 
year, the IRS collects over $2 trillion in tax revenue from all 
sources. A small percentage of this amount is assessed, but not col-
lected. Over the past decade, the total inventory of unpaid tax as-
sessments has more than doubled from $130 billion in 1992 to over 
$280 billion in March of 2003. The IRS estimates that about $78 
billion is collectible. The IRS issued a Request for Information that 
appeared in the Federal Register in January of 2002, on how PCAs 
could assist the IRS with its collection efforts, while preserving im-
portant taxpayer protections in existing law. Using this informa-
tion, the Administration developed a proposal that appeared in the 
fiscal year 2004 budget request for the IRS. Chairman Houghton 
introduced legislation, H.R. 1169, which would implement the Ad-
ministration’s proposal. Later, a modified version of the proposal 
was enacted into law as part of H.R. 4520, the ‘‘American Jobs Cre-
ation Act’’ (P.L. 108–357). 

3. IRS Fiscal Year 2004 Budget/2002–2003 Tax Return Filing 
Season. 

Actions taken: The Subcommittee held a hearing on April 8, 
2003, to evaluate the President’s 2004 Budget proposal for the IRS 
and the 2003 filing season. The hearing reviewed the IRS reorga-
nization, the modernization of IRS computer systems, and the re- 
alignment of the IRS’s mission towards customer service. A major 
aspect of the hearing was the Free Filing Initiative that was pro-
posed as part of President Bush’s FY 2003 budget. The IRS total 
budget request for FY 2004 was $10.4 billion. The IRS Oversight 
Board has requested a slightly higher budget for the IRS. In the 
end, Congress approved $10.26 billion in IRS funding. 

4. Review of the Non-Profit Credit Counseling Organizations. 
Actions taken: The Subcommittee held a hearing on November 

20, 2003, on the status of the non-profit credit counseling industry. 
The hearing explored the potential abuse by tax-exempt credit 
counseling organizations. In recent years, some consumer credit 
counseling organizations have moved away from providing coun-
seling and educational services. Instead, these groups have focused 
on enrolling consumers in Debt Management Plans (DMPs), for 
which they receive fees. Credit counseling groups have become 
more aggressive in marketing DMPs to individuals, through tele-
marketing, Internet solicitations, and television commercials. At 
the hearing, the Subcommittee heard from the IRS and the Federal 
Trade Commission (FTC) about the consumer alert they issued on 
October 14, 2003, to remind consumers to be careful when seeking 
assistance from tax-exempt credit counseling organizations. The 
IRS indicated that it has increased its enforcement efforts, includ-
ing the number of examinations, and is giving more scrutiny to 
credit counseling applications before granting tax-exempt status. 

On November 21, 2003, Oversight Subcommittee Chairman 
Houghton wrote to the IRS and FTC to request that they report 
back to Subcommittee in six months with the results of their in-
creased compliance efforts. The FTC reported back to the Sub-
committee that they increased efforts to protect consumers from 
credit counseling abuses through litigation and education. The FTC 
continued a lawsuit against AmeriDebt, one of the country’s largest 
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credit counseling organizations, its former service provider, and its 
owner. The FTC filed an emergency petition to intervene in a na-
tionwide class action suit against AmeriDebt aimed at compen-
sating AmeriDebt victims. 

The IRS reported back to the Subcommittee that the first pro-
posed revocation of the tax-exempt status of a credit counseling or-
ganization had taken place and that more are expected to follow. 
IRS audit resources have been refocused and more than 50 tax-ex-
empt credit counseling organizations have been identified for exam-
ination. The examinations will include some of the largest credit 
counseling firms and more than 50 percent of the total revenue 
filed by credit counseling organizations will be under active exam-
ination. To better track and monitor these organizations, the IRS 
has revised the annual reporting Form 990 and added questions to 
the tax-exempt application Form 1023 to more easily evaluate cred-
it counseling organizations. 

5. IRS Computer Modernization. 
Actions taken: Subcommittee held a hearing on November 4, 

2003, to evaluate the IRS efforts to modernize its computer systems 
and hear the outcome of recent independent reviews of the IRS 
Business Systems Modernization (BSM) program requested by IRS 
Commissioner Mark Everson. Following the hearing the IRS scaled 
back the scope of the BSM program and made management 
changes to increase the success of continuing projects. During 2004, 
the IRS rolled out the first release of the Customer Account DATA 
Engine (CADE). 

6. Unemployment Fraud and Abuse. 
Actions taken: On June 19, 2003, the Subcommittee on Over-

sight, and the Subcommittee on Human Resources held a joint 
hearing to review the problem of State Unemployment Tax Act 
(SUTA) dumping or ‘‘SUTA dumping.’’ SUTA dumping has been 
used to undermine the Nation’s unemployment compensation (UC) 
system. Companies engage in SUTA dumping by establishing shell 
companies to evade accountability for laid off employees. SUTA 
dumping results in lost contributions to State UC funds. Unless 
each employer pays its fair share, States can be shortchanged mil-
lions of dollars in tax payments and tax rates may increase for all 
employers. SUTA dumping undermines a fundamental premise of 
UC system since its inception in the 1930s, that employer taxes 
should be experience rated. On November 6, 2003, Human Re-
sources Subcommittee Chairman Herger introduced H.R. 3463 the 
‘‘SUTA Dumping Prevention Act of 2003’’ to help stop abusive 
SUTA dumping practices. On July 14, 2004, the House passed the 
bill, and the Senate passed the bill with an amendment on July 27, 
2004. The bill was signed by the President on August 9, 2004. (P.L. 
108–295). 

7. Implementation of the IRS Restructuring and Reform. 
Actions taken: The Internal Revenue Service Restructuring and 

Reform Act of 1998 required the Chairman of the Joint Committee 
on Taxation to convene a joint review of the strategic plans and 
budget of the IRS each year until 2003. On May 20, 2003, the Sub-
committee helped to convene the Joint Review that was convened 
in the Committee’s hearing room. The Joint Review focused on the 
long-term objectives and strategic plans of the IRS, the steps the 
IRS has taken and will take to achieve those objectives and plans, 
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and the extent to which the Administration’s budget supports those 
objectives and plans. The Joint Review was extended for one year 
by the Families Tax Relief Act (P.L. 108–311). 

8. Social Security Number and Individual Taxpayer Identification 
Number Mismatches and Misuse. 

Actions taken: On March 10, 2004, the Oversight Subcommittee 
and Social Security Subcommittee held a hearing to review tax-
payer identification numbers used for Federal tax purposes: Social 
Security numbers (SSNs) assigned by the SSA, and Individual Tax-
payer Identification Numbers (ITINs) issued by the IRS. Neither 
number was originally created to serve as a form of identification 
but they have been used for that purpose by both government 
agencies and the private sector. As a result, many have called the 
SSN a de facto national identifier. Likewise, use of ITINs as an 
identifier for those who cannot legally obtain a SSN has rapidly in-
creased during its short period of existence. To date, the IRS has 
issued more than 7.3 million ITINs. 

The Subcommittees will continue to review how ITINs are being 
used for non-tax purposes. This includes exploring the 
vulnerabilities of the ITIN as a breeder document for identity fraud 
and terrorism. Reports have indicated that illegal aliens and third 
parties are using ITIN for non-tax purposes, such as obtaining 
drivers’ licenses and opening bank accounts. The Subcommittee 
will review the IRS ITIN program, as well as its efforts to identify 
the fraudulent use of SSNs on tax documents. 

9. 2004 Tax Return Filing Season and the IRS Budget for Fiscal 
Year 2005. 

Actions taken: The Subcommittee held a hearing on March 30, 
2003, to review the 2004 tax return filing season and the IRS budg-
et for fiscal year 2005. American taxpayers filed more than 130 
million returns between the filing season dates, January 1st to 
April 15th, including more than 50 million e-filed returns. 

The Administration’s budget requested $10.67 billion to fund the 
IRS for fiscal year 2005. Congress and the President ultimately ap-
proved $10.2 billion in the Omnibus Appropriations Bill (P.L. 108– 
447). This level of funding will support over 100,000 employees who 
will collect an estimated $1.7 trillion in taxes (net of funds), accord-
ing to Administration estimates. 

10. Tax Simplification. 
Actions taken: The Subcommittee held a hearing on June 15, 

2004, to review legislative proposals to simplify the Internal Rev-
enue Code (IRC). On April 2, 2004, Chairman Houghton introduced 
a package of ten simplification bills to relieve the burden on indi-
vidual and small business taxpayers in a revenue neutral manner. 
Committee Member, Representative Rob Portman (R–OH) earlier 
introduced a comprehensive tax simplification bill in the 107th 
Congress, the ‘‘Tax Simplification Act of 2002’’ (H.R. 5166). 

The Houghton simplification package includes bills that would 
repeal the Alternative Minimum Tax (AMT), reducing the number 
of AMT taxpayers by 114 million, and saving approximately 463 
million hours of tax return preparation time; establish a uniform 
definition of a child that is based on residence, relationship, and 
age; and change the term ‘‘Head of Household’’ filing status, a term 
that is less likely to cause a mistake in choosing a filing status. 
Other Houghton proposals that would simplify the tax laws in-

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00103 Fmt 6659 Sfmt 6602 E:\HR\OC\HR810.XXX HR810



92 

clude: the ‘‘Taxation of Minor Children Simplification Act’’ (H.R. 
4135), the ‘‘Education Tax Credit Simplification Act’’ (H.R. 4136), 
the ‘‘Small Business Tax Modernization Act’’ (H.R. 4137), the ‘‘Per-
sonal Holding Company Tax Repeal Act’’ (H.R. 4138), and the 
‘‘State Business Law Tax Conformity Act’’ (H.R. 4139). With the ex-
ception of AMT repeal, all of the foregoing proposals are low-cost 
or revenue-neutral. Chairman Houghton also introduced a House 
resolution to require all future tax bills to contain a simplification 
title. 

11. First Hearing in a Series on Tax Exemption: Pricing Prac-
tices of Hospitals. 

Actions taken: The Subcommittee held a hearing on June 22, 
2004, to review the pricing practices of tax-exempt hospitals. Al-
though hospitals represented a small proportion (1.9 percent) of 
total reporting charitable 501(c)(3)s, in 2001, they constituted 41 
percent ($337 billion) of total expenditures. Due to the lack of 
transparency, the uninsured are liable for charges which are in-
flated. This pricing policy combined with the subsidy from their 
tax-exempt status raises questions. To increase revenue from pri-
vate payers and Medicare, hospitals argue that the higher pricing 
is needed to cover the costs of indigent medical care. But taxpayers 
subsidize the $22 billion in costs of the indigent through $23 billion 
a year in special Medicare Part A payments and other government 
subsidies. 

12. IRS Enforcement of the Reporting of Tip Income. 
Actions taken: The Subcommittee held a hearing on June 15, 

2004, to review IRS tip income reporting programs. Over the last 
decade there has been significant growth in the service industry. 
In 1994, tip wages reported to the IRS totaled $8.52 billion, and 
in 2003, this number grew to just over $18 billion. Despite the in-
crease in reported income, the IRS estimates that unreported tip 
income may exceed $9 billion annually. The IRS first addressed the 
issue of compliance with its creation of the Tip Reporting Deter-
mination/Education Program (TRD/EP) in 1993. The TRD/EP was 
designed to educate employers and employees in the service indus-
try about tip reporting laws in order to increase compliance. The 
Subcommittee evaluated the effectiveness of the programs and will 
continue to work with IRS in order to increase efficiency. 

Legislation was introduced in the 108th Congress to address 
some of the problems surrounding audits and the IRS aggregate es-
timation method Representative Herger introduced the ‘‘Tip Tax 
Fairness Act of 2003’’ (H.R. 2034), which would require an accurate 
evaluation of unreported tips by the IRS. In addition, the bill would 
bar the IRS from conducting employer-only aggregate assessments 
for the purpose of determining Federal Insurance Contribution Act 
(FICA) taxes on underreported tip income. Representative Nancy L. 
Johnson introduced H.R. 2133, the ‘‘Cosmetology Tax Fairness and 
Compliance Act of 2003,’’ which would extend to the cosmetology 
industry the income tax credit for Social Security taxes paid on em-
ployee cash tips that meet Federal minimum wage requirements. 

Subcommittee on Trade 
1. Bush Administration Trade Policy. 
Actions taken: On February 26, 2003, the Committee held a 

hearing on President Bush’s trade agenda for 2003. The sole wit-
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ness was United States Trade Representative Robert Zoellick. The 
hearing examined current trade issues such as: (1) implementation, 
under Trade Promotion Authority (TPA) procedures, of the Chile 
and Singapore free trade agreements (FTAs); (2) other free trade 
agreements, including those notified by the President (Morocco, the 
Central American countries, Australia, and the Southern African 
Customs Union) and the Free Trade Area of the Americas; (3) pros-
pects for trade expansion in agriculture, industrial goods, and serv-
ices through multilateral negotiations in the World Trade Organi-
zation (WTO); (4) compliance with WTO dispute settlement deci-
sions; (5) status of Russia and other former Soviet Republics under 
the Jackson-Vanik amendment; (6) other bilateral trade issues; and 
(7) legislation to implement U.S. obligations in the Kimberley Proc-
ess (concerning rough diamonds) in a WTO-consistent manner. 

On March 11, 2004, the Committee held a hearing on President 
Bush’s trade agenda for 2004. The sole witness was United States 
Trade Representative Robert Zoellick. The hearing examined cur-
rent trade issues, including: (1) the recently concluded FTAs with 
Australia, the Central American countries, and Morocco; (2) other 
free trade agreements currently being negotiated or which have 
been notified by the President; (3) prospect for trade expansion in 
agriculture, industrial goods, and services through multilateral ne-
gotiations in the WTO; (4) compliance with WTO dispute settle-
ment decisions; (5) potential extension and enhancement of AGOA; 
and (6) other trade issues. 

Throughout the duration of the 108th Congress, USTR and the 
Committee consulted on trade policy issues. 

2. Preparations for the 2003 World Trade Organization Ministe-
rial. 

Actions taken: On September 10–13, 2003, Chairman Thomas led 
a bipartisan delegation of Members of Congress to Cancun to mon-
itor the WTO’s Cancun Ministerial Conference, consult with U.S. 
trade officials during the negotiations, and discuss trade issues 
with foreign delegates and WTO officials. Members met with dele-
gations from Australia, New Zealand, the European Union, Ecua-
dor, Africa, and Brazil. An important objective of the meetings was 
to highlight the importance that Members of Congress place on 
trade and especially on the need for trade liberalization in the agri-
cultural sector. 

On February 17–21, 2003, a bipartisan delegation of staff from 
the Committee on Ways and Means and the Senate Committee on 
Finance participated in an oversight trip to the WTO headquarters 
in Geneva, Switzerland. The delegation met with foreign represent-
atives to the WTO from various countries including China, Chile, 
Australia, Lesotho, Mexico, New Zealand, India, and Singapore, 
and with various WTO officials. The staff delegation discussed mat-
ters related to the September WTO Ministerial scheduled for 
Cancun and the trade positions of various countries in the negotia-
tions in the Doha Round. 

On April 22, 2003, the Committee requested that the GAO study 
the WTO negotiations. On July 30, 2003, the Committee received 
from GAO the report entitled ‘‘World Trade Organization: Standard 
of Review and Impact of Trade Remedy Rulings’’ (GAO–03–824). 

In January 2004, the GAO issued a report entitled ‘‘World Trade 
Organization: Cancun Ministerial Fails to Move Global Trade Ne-
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gotiations Forward; Next Steps Uncertain (GAO–04–250). The re-
port highlighted the many factors leading to the impasse at Cancun 
in September 2003. Following up on this report, GAO continued to 
monitor negotiations at the WTO and brief the Committee on the 
progress in reaching a framework for future negotiations. GAO will 
provide an interim status report in May 2005. 

Concurrent with the final work by WTO members on a frame-
work agreement for future WTO negotiations, Chairman Thomas 
wrote Ambassador Zoellick on July 26, 2004, urging that the 
United States oppose efforts to single out and reach an early agree-
ment to reduce cotton supports. Ambassador Zoellick replied on 
September 7, 2004, confirming that cotton supports would be nego-
tiated in the WTO only as part of a broader discussion to reduce 
all domestic supports of agricultural products. 

Throughout the 108th Congress, USTR consulted frequently with 
the Committee and the Congressional Oversight Group (COG) 
about the negotiations and U.S. positions. 

3. Bilateral Free Trade Agreements with Singapore and Chile. 
Actions taken: As part of its oversight of bilateral trade agree-

ment negotiations, USTR consulted frequently with the Committee 
on the conduct of the Chile and Singapore negotiations and the 
U.S. negotiating position. On June 10, 2003, the Committee held 
a hearing on the implementation of the United States bilateral free 
trade agreements with Chile and Singapore. On July 10, 2003, the 
Committee informally approved draft legislation to implement the 
Chile and Singapore agreements, by voice vote, without amend-
ment. The Committee conducted this informal markup in order to 
provide advice to the Administration on the implementing bills and 
Statements of Administrative Action. On July 17, 2003, the Com-
mittee formally approved H.R. 2738 and H.R. 2739, legislation to 
implement these agreements, under the procedures of the Bipar-
tisan Trade Promotion Authority Act of 2002. On July 24, 2003, the 
House passed both bills, and the Senate followed suit on July 31. 
The President signed the bills into law on August 3, 2003 (P.L. 
108–77 and 108–78). 

4. Free Trade Area of the Americas. 
Actions taken: USTR consulted frequently with the Committee 

and the COG about the negotiations and the U.S. position. In addi-
tion, on November 18–21, 2003, a bipartisan delegation of staff 
from the House Committees on Ways and Means and Agriculture 
and the Senate Committee on Finance traveled to Miami to mon-
itor and consult with U.S. trade officials during the 8th Ministerial 
meetings for the Free Trade Area of the Americas negotiations and 
to discuss trade issues with foreign delegates. Staff met with dele-
gations from Brazil, Colombia, Peru, and Panama. An important 
objective of the meetings was to highlight the importance that 
Members of Congress place on a comprehensive and ambitious 
FTAA. 

On March 17, 2003, the Committee requested that GAO review 
the status of the FTAA negotiations. On April 11, 2003, the Com-
mittee received from GAO the report entitled ‘‘Free Trade Area of 
the Americas: Negotiations Progress, but Successful Ministerial 
Hinges on Intensified U.S. Preparations’’ (GAO–03–560). On May 
13, 2003, the Committee received testimony from the GAO entitled 
‘‘Free Trade Area of the Americas: United States Faces Challenges 
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as Co-Chair of Final Negotiating Phase and Host of November 2003 
Ministerial’’ (GAO–03–700T). The GAO continues to monitor the 
status of FTAA negotiations, and a new GAO report on the FTAA 
is expected in January 2005. 

5. Negotiation of Bilateral Free Trade Agreements. 
Actions taken: On November 13, 2002, U.S. Trade Representative 

Robert Zoellick formally notified Congress of the President’s intent 
to launch negotiations with Australia for a free trade agreement. 
Negotiations began in March 2003 and concluded in February 
2004. The Committee consulted heavily with USTR throughout the 
negotiations on the status of the talks and on the U.S. negotiating 
position. On November 4, 2003, Chairman Thomas and Senate Fi-
nance Committee Chairman Grassley sent a joint letter to Presi-
dent Bush expressing their concern regarding the Administration’s 
plans to exclude investment agreements from access to investor- 
state arbitration in the FTA. Both Chairmen emphasized their sup-
port for including strong investor protections in all FTAs, including 
access to investor-state arbitration. On January 28, 2004, Chair-
man Thomas sent a letter to President Bush iterating his expecta-
tion that all FTAs put before the Congress for consideration should 
be comprehensive and liberalize completely all sectors and prod-
ucts. Chairman Thomas noted that exclusions in FTAs could jeop-
ardize the United States’ ability to conclude and implement agree-
ments because allowing an exception for one industry creates enor-
mous pressure to do the same for other industries. The United 
States-Australia FTA was signed on May 18, 2004. On June 16, 
2004, the Committee held a hearing on implementation of the FTA. 
On June 23, 2004, the Committee informally approved draft legis-
lation to implement the FTA, by voice vote, without amendment. 
The Committee conducted this informal markup in order to provide 
advice to the Administration on the implementing bill and State-
ment of Administrative Action. On July 6, 2004, Majority Leader 
DeLay introduced (by request) H.R. 4759, the ‘‘United States-Aus-
tralia Free Trade Agreement Implementation Act.’’ On July 8, 
2004, the Committee held a formal mark-up session to consider 
H.R. 4759. The Committee approved the bill and favorably reported 
H.R. 4759, by voice vote, without amendment. On July 14, 2004, 
the House passed the bill by a recorded vote of 314–109, 1 present. 
On July 15, 2004, the Senate passed H.R. 4759 without amend-
ment by a recorded vote of 80–16. The President signed the bill 
into law on August 3, 2004 (P.L. 108–286). 

On October 1, 2002, Ambassador Zoellick notified the Committee 
of his intention to initiate free trade agreement negotiations with 
the five member countries of the Central American Economic Inte-
gration System (Costa Rica, El Salvador, Guatemala, Honduras, 
and Nicaragua). On December 17, 2003, USTR announced comple-
tion of an agreement with El Salvador, Guatemala, Honduras, and 
Nicaragua. During the negotiations, USTR consulted frequently 
with the Committee and the COG about the negotiations and the 
U.S. position. On January 25, 2004, USTR announced completion 
of an agreement with Costa Rica. On May 28, 2004, the agreement 
was signed. 

On August 4, 2003, Ambassador Zoellick notified Congress of his 
intention to initiate free trade agreement negotiations with the Do-
minican Republic and to integrate the agreement with the Domini-
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can Republic into the agreement the United States is negotiating 
with Central America. USTR planned to present the Congress one 
free trade agreement covering both the Dominican Republic and 
Central America. The negotiations began in January 2004. The 
USTR consulted frequently with the Committee and the COG 
about the negotiations and the U.S. position. On March 15, 2004, 
USTR announced completion of negotiations to integrate the Do-
minican Republic into the CAFTA. On August 5, 2004, an agree-
ment integrating the Dominican Republic into the CAFTA was 
signed by the five Central American nations of Costa Rica, El Sal-
vador, Guatemala, Honduras, and Nicaragua, the Dominican Re-
public, and the United States. In October 2004, the Dominican Re-
public passed legislation that imposed a 25 percent tax on bev-
erages made with high fructose corn syrup. On November 16, 2004, 
Ambassador Zoellick notified the Senate Finance Committee and 
the House Ways and Means Committee that he was taking steps 
to take Congressional action on the CAFTA without the Dominican 
Republic, if necessary, including preparing a text that excludes the 
Dominican Republic and requesting that the International Trade 
Commission assess the likely economic impact of the CAFTA. 

On October 1, 2002, Ambassador Zoellick notified the Congress 
of his intention to initiate free trade agreement negotiations with 
Morocco. These negotiations began in January 2003, and were con-
cluded in March, 2004. USTR consulted frequently with the Com-
mittee and the COG about the negotiations and the U.S. position. 

On July 7, 2004, the Committee held a hearing on implementa-
tion of the United States bilateral free trade agreement with Mo-
rocco. The Morocco FTA was the fourth trade agreement considered 
by the Congress under the procedures outlined in TPA. Witnesses 
at the hearing included Deputy United States Trade Representa-
tive Peter Allgeier and representatives from the business commu-
nity and non-governmental organizations. The hearing focused on 
Congressional consideration of the Morocco FTA and the benefits 
that the agreement brings to American businesses, farmers, work-
ers, and the U.S. economy. 

On July 14, 2004, the Committee informally approved draft legis-
lation to implement the United States-Morocco Free Trade Agree-
ment, by a roll call vote of 23–1, with one Member voting present, 
without amendment. The Committee conducted this informal mark-
up in order to provide advice to the Administration on the imple-
menting bill and Statement of Administrative Action. On July 15, 
2004, Majority Leader DeLay introduced (by request) H.R. 4842, 
the ‘‘United States-Morocco Free Trade Agreement Implementation 
Act.’’ On July 20, 2004, the Committee held a formal mark-up ses-
sion to consider H.R. 4842. The Committee approved the bill and 
favorably reported H.R. 4842, without amendment, by a recorded 
vote of 26–0. On July 22, 2004, the House passed the bill by a re-
corded vote of 323–99. On July 22, 2004, the Senate passed H.R. 
4842, without amendment, by unanimous consent. The President 
signed the bill into law on August 17, 2004 (P.L. 108–302). 

Pursuant to Sense of Congress language in the Africa Growth 
and Opportunities Act of 2000, Ambassador Zoellick notified Con-
gress on November 4, 2002, of his intent to enter into free trade 
agreement negotiations with the Southern African Customs Union 
(SACU) countries (South Africa, Lesotho, Swaziland, Botswana, 
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and Namibia). Negotiations between the United States and the 
SACU countries were launched on June 2, 2003, in Pretoria, South 
Africa. USTR consulted frequently with the Committee and the 
COG about the negotiations and the U.S. position. 

On November 18, 2003, U.S. Trade Representative Robert 
Zoellick formally notified Congress of the President’s intent to ini-
tiate negotiations for a free trade agreement with Bolivia, Colom-
bia, Ecuador, and Peru. FTA negotiations began in May 2004 with 
Colombia, Ecuador, and Peru. USTR has consulted and continues 
to consult frequently with the Committee and the COG on the sta-
tus of the negotiations and on the U.S. negotiating position. Bolivia 
is an observer in the FTA negotiations, and USTR continues to con-
sult with the Committee on Bolivia’s readiness to commence FTA 
negotiations with the United States. 

On February 12, 2004, Ambassador Zoellick formally notified 
Congress of the President’s intent to negotiate an FTA with Thai-
land. The first round of negotiations was held in June 2004. USTR 
has consulted and continues to consult frequently with the Com-
mittee and the COG on the status of the negotiations and on the 
U.S. negotiating position. 

On August 4, 2003, Ambassador Zoellick notified Congress of his 
intention to initiate free trade agreement negotiations with Bah-
rain. USTR consulted frequently with the Committee and the COG 
about the negotiations and the U.S. position. Negotiations were 
launched on January 26, 2004 and concluded on May 27, 2004. The 
agreement was signed on September 14, 2004. 

On July 22, 2004, the National Commission on Terrorist Attacks 
Upon the United States (the ‘‘9–11 Commission’’), an independent, 
bipartisan commission created by legislation released its report. 
The Commission mentioned the free trade agreement with Bahrain 
as a potential part of a comprehensive strategy to counter ter-
rorism, stating: 

The U.S. government has announced the goal of working 
toward a Middle East Free Trade Area, or MEFTA, by 
2013. The United States has been seeking comprehensive 
free trade agreements (FTAs) with the Middle Eastern na-
tions most firmly on the path to reform. The U.S.-Israeli 
FTA was enacted in 1985, and Congress implemented an 
FTA with Jordan in 2001. Both agreements have expanded 
trade and investment, thereby supporting domestic eco-
nomic reform. In 2004, new FTAs were signed with Mo-
rocco and Bahrain, and are awaiting congressional ap-
proval. These models are drawing the interest of their 
neighbors. Muslim countries can become full participants 
in the rules-based global trading system, as the United 
States considers lowering its trade barriers with the poor-
est Arab nations. Recommendation: A comprehensive U.S. 
strategy to counter terrorism should include economic poli-
cies that encourage development, more open societies, and 
opportunities for people to improve the lives of their fami-
lies and to enhance prospects for their children’s future. 
(‘‘The 9/11 Commission Report’’—pg. 378) 

On November 18, 2003, Ambassador Zoellick notified the Con-
gress of his intention to initiate free trade agreement negotiations 
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with Panama. USTR consulted frequently with the Committee 
about the negotiations and the U.S. position. Negotiations were 
launched on April 26, 2004. 

On November 15, 2004, following a visit by a bipartisan delega-
tion of Members of Congress led by Chairman Thomas to Oman 
(see discussion below) and prior subsequent consultations with 
USTR, Ambassador Zoellick formally notified Congress of his inten-
tion to initiate free trade agreement negotiations with Oman. A 
free trade agreement with Oman is part of the goal announced by 
the President to form a Middle East Free Trade Area by 2013. 

On November 15, 2004, Ambassador Zoellick formally notified 
Congress of his intention to initiate free trade agreement negotia-
tions with the United Arab Emirates. Negotiations are expected to 
begin in February or March of 2005. USTR consulted periodically 
with the Committee about the negotiations and the U.S. position. 
A free trade agreement with the United Arab Emirates is part of 
the goal announced by the President to form a Middle East Free 
Trade Area by 2013. 

On November 4–12, 2004, Chairman Thomas led a bipartisan 
delegation of Members of Congress to Tunisia, Jordan, Oman, and 
Egypt. The focus of the delegation’s trip included trade, invest-
ment, and security issues in the region. The delegation held meet-
ings with government officials and members of the business com-
munity and toured facilities that had received assistance from 
USAID and facilities receiving free trade agreement or Qualified 
Industrial Zone benefits. In December 2004 the Committee filed its 
‘‘Report on Trade Mission to Tunisia, Jordan, Oman, and Egypt.’’ 

On September 20, 1991, the United States and Sri Lanka signed 
a Bilateral Investment Treaty that provides assurances to investors 
of both countries that their property rights will be respected. On 
July 25, 2002, the United States and Sri Lanka signed a Trade and 
Investment Framework Agreement (TIFA) designed to promote 
closer economic ties. On November 6, 2003, Ambassador Zoellick 
discussed the possibility of moving forward with a free trade agree-
ment with Sri Lanka with the COG. 

6. Relationship between Trade and National Security. 
Actions taken: On several occasions during the 107th Congress, 

the Administration asked the Committee to consider certain trade 
benefits for national security reasons. The Committee intends to 
continue its examination of such issues, including an assessment of 
the national security benefits and the impact on affected U.S. in-
dustries and workers. 

On November 25, 2002, the President signed into law legislation 
(P.L. 107–296) creating a new Department of Homeland Security 
(DHS). This law transferred the U.S. Customs Service to the De-
partment of Homeland Security under the authority of the Under 
Secretary for Border and Transportation Security. Authority for 
customs revenue functions is retained by the Secretary of the 
Treasury, administered by the Commissioner of U.S. Customs and 
Border Protection (CBP) under the terms of an executive delegation 
of authority order. 

On March 1, 2003, the former U.S. Customs Service was divided 
into two new agencies within DHS. Customs inspectors, canine en-
forcement officers, and import specialists were merged with immi-
gration inspectors, border patrol agents, and agriculture inspectors 
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to create CBP. Customs investigators and personnel in the air and 
marine operations were merged with immigration investigators, 
Federal air marshals, and members of the Federal protective serv-
ice to create the U.S. Immigration and Customs Enforcement 
(ICE). 

On June 17, 2004, the Subcommittee on Trade held a public 
hearing on Customs budget authorizations and other customs 
issues. The hearing focused on issues surrounding the transfer of 
the former U.S. Customs Service to the Department of Homeland 
Security, customs modernization, customs user fees and cost ac-
counting systems. Witnesses included the Honorable Robert 
Bonner, Commissioner, U.S. Customs and Border Protection; the 
Honorable Michael Garcia, Assistant Secretary for U.S. Immigra-
tion and Customs Enforcement; and representatives of the business 
community and labor unions. On June 22, 2004, Trade Sub-
committee Chairman Crane sent a letter to Commissioner Bonner 
submitting questions for response and inclusion in the Sub-
committee record, requesting responses by July 6, 2004. On Sep-
tember 13, 2004, the Subcommittee received responses. 

On July 22, 2004, the National Commission on Terrorist Attacks 
Upon the United States (‘‘9–11 Commission’’), an independent, bi-
partisan commission created by legislation released its report. The 
Commission discussed the Middle East Free Trade Area, or 
MEFTA, as a potential part of a comprehensive strategy to counter 
terrorism, stating: 

The U.S. government has announced the goal of working 
toward a Middle East Free Trade Area, or MEFTA, by 
2013. The United States has been seeking comprehensive 
free trade agreements (FTAs) with the Middle Eastern na-
tions most firmly on the path to reform. The U.S.-Israeli 
FTA was enacted in 1985, and Congress implemented an 
FTA with Jordan in 2001. Both agreements have expanded 
trade and investment, thereby supporting domestic eco-
nomic reform. In 2004, new FTAs were signed with Mo-
rocco and Bahrain, and are awaiting congressional ap-
proval. These models are drawing the interest of their 
neighbors. Muslim countries can become full participants 
in the rules-based global trading system, as the United 
States considers lowering its trade barriers with the poor-
est Arab nations. Recommendation: A comprehensive U.S. 
strategy to counter terrorism should include economic poli-
cies that encourage development, more open societies, and 
opportunities for people to improve the lives of their fami-
lies and to enhance prospects for their children’s future. 
(‘‘The 9/11 Commission Report’’—pg. 378) 

The Committee has discussed with USTR the progress towards 
developing the Middle East Free Trade Area, including bilateral 
trade negotiations with Morocco, Bahrain, Oman, and the United 
Arab Emirates (see discussion above). 

7. Miscellaneous Duty Suspensions and Technical Corrections to 
U.S. Trade Laws. 

Actions taken: On March 4, 2003, as part of its oversight of the 
trade laws, Trade Subcommittee Chairman Crane introduced H.R. 
1047, the ‘‘Miscellaneous Trade and Technical Corrections Act of 
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2003,’’ a bill to amend the Harmonized Tariff Schedule of the 
United States to modify temporarily certain rates of duty, to make 
other technical amendments to the trade laws, and for other pur-
poses. The bill was based in large part on H.R. 5385 from the 
107th Congress, which had been passed by the House on October 
7, 2002, but was not considered by the Senate. 

On April 5, 2003, the House suspended the rules, and the bill 
was passed by a recorded vote of 415–11. On March 21, 2003, the 
Senate read the bill a second time and placed it on the Senate Leg-
islative Calendar under general orders. The Senate took no further 
action during the first session. The House then largely incorporated 
the bill into H.R. 3521, the ‘‘Tax Relief Extension Act of 2003,’’ in-
troduced by Chairman Thomas on November 19, 2003. The bill in-
cluded the provisions from H.R. 1047 in addition to other provi-
sions, such as permanent normal trade Relations (PNTR) for Arme-
nia. The House passed H.R. 3521 on November 20, 2003, by voice 
vote, and the bill was received by the Senate and referred to the 
Senate Committee on Finance. The Senate did not act on this bill 
during the 108th Congress. 

The Senate subsequently passed H.R. 1047 with an amendment 
on March 4, 2004, and a House-Senate conference was held on Oc-
tober 8, 2004. The conference report renamed the bill the ‘‘Miscella-
neous Trade and Technical Corrections Act of 2004’’ and included 
most of the provisions in the House and Senate versions of H.R. 
1047. The House agreed to the conference report by unanimous 
consent on October 8, 2004, and the Senate agreed by unanimous 
consent on November 19, 2004, after adopting a motion for cloture 
on the report by a recorded vote of 88–5. The President signed H.R. 
1047 on December 3, 2004 (P.L. 108–429). 

8. U.S. Trade Remedy Laws. 
Actions taken: Section 201 of the Trade Act of 1974 allows the 

President to take action, including import relief, to assist a domes-
tic industry seriously injured by imports to make a positive adjust-
ment to import competition. On March 5, 2002, the President an-
nounced safeguard measures on ten categories of steel imports and 
imposed tariffs ranging from 8 to 30 percent. On December 4, 2003, 
pursuant to section 204(b) of the Trade Act of 1974, the President 
determined that the effectiveness of the safeguard action had been 
impaired by changed economic circumstances, and he repealed the 
tariffs. 

On March 26, 2003, the Subcommittee on Trade held a hearing 
on the impact of the section 201 safeguard actions on certain steel 
products. The hearing focused on changes in employment, wages, 
profitability, sales, productivity, and capital investment of steel 
consuming industries as a result of the safeguard action, whether 
the safeguard remedies affected steel prices and availability in the 
United States, and the effects of the safeguard on the domestic 
steel industry and the industry’s efforts to restructure. Witnesses 
included representatives from small and large steel consuming 
businesses, U.S. steel producers, economic and financial analysts 
knowledgeable on the steel industry, and unions. 

In order to provide a comprehensive assessment of the impact of 
the steel safeguard measures on the U.S. economy, Chairman 
Thomas requested the International Trade Commission (ITC) on 
March 18, 2003, to institute an investigation under section 332 of 
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the Tariff Act of 1930 as to the current competitive conditions fac-
ing the steel consuming industries in the United States with re-
spect to the tariffs imposed by the President on March 5, 2002, and 
to foreign competitors not subject to such measures. As requested 
by Chairman Thomas, the ITC submitted the results of this review, 
along with the ITC’s section 204 report, to the President and Con-
gress in a single document in September 2003 (Steel: Monitoring 
Developments in the Domestic Industry (Investigation No. TA– 
204–9) and Steel-Consuming Industries: Competitive Conditions 
with Respect to Steel Safeguard Measures (Investigation No. 332– 
452) (Publication 3632; September 2003)). 

9. Authorizations for the U.S. Customs Service, the Office of the 
United States Trade Representative (USTR), and the U.S. Inter-
national Trade Commission (ITC). 

Actions taken: The Committee on Ways and Means has adopted 
a two-year authorization process to provide U.S. Customs and Bor-
der Protection, U.S. Immigration and Customs Enforcement, the 
Office of the United States Trade Representative, and the Inter-
national Trade Commission with guidance as they plan their budg-
ets and to provide Committee guidance in the appropriations proc-
ess. Funding for the former U.S. Customs Service, USTR, and the 
ITC was authorized through FY 2004 in the Trade Act of 2002 
(P.L. 107–210). 

On November 25, 2002, the President signed into law legislation 
(P.L. 107–296) creating a new Department of Homeland Security. 
This law transferred the U.S. Customs Service to the Department 
of Homeland Security under the authority of the Under Secretary 
for Border and Transportation Security. Authority for customs rev-
enue functions is retained by the Secretary of the Treasury, admin-
istered by the Commissioner of U.S. Customs and Border Protec-
tion under the terms of an executive delegation of authority order. 

On March 1, 2003, the former U.S. Customs Service was divided 
into two new agencies within DHS. Customs inspectors, canine en-
forcement officers, and import specialists were merged with immi-
gration inspectors, border patrol agents, and agriculture inspectors 
to create CBP. Customs investigators and personnel in the air and 
marine operations were merged with immigration investigators, 
Federal air marshals, and members of the Federal protective serv-
ice to create ICE. 

a. Hearing 
On June 17, 2004, the Subcommittee on Trade held a public 

hearing on Customs budget authorizations and other customs 
issues. The hearing focused on issues surrounding the transfer of 
the former U.S. Customs Service to the Department of Homeland 
Security, customs modernization, customs user fees and cost ac-
counting systems. Witnesses included the Honorable Robert 
Bonner, Commissioner, U.S. Customs and Border Protection, the 
Honorable Michael Garcia, Assistant Secretary for U.S. Immigra-
tion and Customs Enforcement, and representatives of the business 
community and labor unions. On June 22, 2004, Trade Sub-
committee Chairman Crane sent a letter to Commissioner Bonner 
submitting questions for response and inclusion in the Sub-
committee record, requesting responses by July 6, 2004. On Sep-
tember 13, 2004, the Subcommittee received responses. 
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b. Authorization legislation 
On May 20, 2004, Trade Subcommittee Chairman Crane intro-

duced H.R. 4418, the ‘‘Customs Border Security Act of 2004,’’ a bill 
to authorize appropriations for fiscal years 2005 and 2006 for CBP, 
ICE, USTR and ITC. On June 24, 2004, the Subcommittee on 
Trade held a formal mark up session and ordered favorably re-
ported to the full committee H.R. 4418, the ‘‘Customs Border Secu-
rity and Trade A–encies Authorization Act of 2004,’’ as amended, 
by voice vote. On July 8, 2004, the Committee on Ways and Means 
held a formal mark-up session on H.R. 4418, as amended by the 
Subcommittee. Chairman Thomas offered an amendment in the na-
ture of a substitute, which was agreed to by voice vote. The Com-
mittee then ordered favorably reported H.R. 4418, as amended, by 
a roll call vote of 33 ayes to 0 nays. On July 14, 2004, the legisla-
tion passed the House by a recorded vote of 341—85. On July 15, 
the bill was received in the Senate and referred to the Committee 
on Finance. The Senate took no further action. 

c. Report 
On January 23, 2004, as required by the Trade Act of 2002, the 

Committee received from the GAO a report entitled ‘‘U.S. Customs 
and Border Protection Faces Challenges in Addressing Illegal Tex-
tile Transshipment’’ (GAO–04–345). GAO reported on CBP’s system 
for preventing the use of false country-of-origin information for im-
ported goods to evade U.S. textile quotas and customs duties. 

10. User Fees. 
Actions taken: On October 21, 2003, Representative Renzi intro-

duced H.R. 3365, the ‘‘Military Family Tax Relief Act,’’ which con-
tained no trade provisions. On October 29, 2003, the House sus-
pended the rules and passed the bill by a recorded vote of 413–2. 
On November 3, 2003, the Senate passed H.R. 3365 with an 
amendment that provided for an 11-month extension of Customs 
user fees. On November 5, 2003, the House concurred in the Senate 
amendment by unanimous consent. The President signed the bill 
into law on November 11, 2003 (P.L. 108–121). 

H.R. 4520, the ‘‘American Jobs Creation Act of 2004,’’ included a 
provision to extend all Customs user fees until September 30, 2014. 
The provision also clarified that user fees should be reasonably re-
lated to the cost of the customs service provided to importers. The 
Committee continues to examine the issue of setting the appro-
priate level for user fees and how the fees are used. In order for 
the Committee to continue to conduct proper oversight of the use 
of user fees, the provision also commissioned a study by the DHS 
to analyze all fees charged to importers and to recommend changes. 
H.R. 4520 was signed into law by the President on October 22, 
2004 (P.L. 108–357). 

11. Trade Adjustment Assistance (TAA). 
Actions taken: The Committee has continued its oversight of the 

general TAA programs for workers and firms in light of the sub-
stantial revisions made by the Trade Act of 2002 through discus-
sions with the Administration and interested parties. 

12. Trade Relations with China. 
Actions taken: On October 28, 2003, Representative Phil English 

introduced H. Res. 414, a bill to encourage the People’s Republic 
of China to fulfill its commitments under international trade agree-
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ments, support the United States manufacturing sector, and estab-
lish monetary and financial market reforms. The resolution urged 
Chinese leaders to modernize China’s financial system, establish a 
more flexible exchange rate, and comply with China’s trade agree-
ment obligations. On October 29, 2003, the House suspended the 
rules, and the bill was passed by a recorded vote of 411–1. 

On October 30 and October 31, 2003, the Committee held a two- 
day hearing on United States-China economic relations and China’s 
role in the economy. During the hearing, the Committee received 
testimony from witnesses from the Administration, ITC, GAO, 
CBO, and private sector interests. The hearing focused on (1) im-
plementation of China’s WTO accession commitments; (2) trade re-
lations between the United States and China; (3) China’s currency 
management; and (4) the relationship between trade with China 
and the U.S. economy. 

Chairman Thomas and Members of the Committee met with Chi-
nese Vice-Premier Wu Yi on April 22, 2004, to discuss concerns 
about China’s enforcement of intellectual property rights, currency 
policy, China’s discriminatory tax on foreign semiconductors, and 
other current trade issues. USTR and the Committee also con-
sulted concerning meetings between Chinese and U.S. officials as 
a part of the U.S.-China Joint Commission on Commerce and 
Trade and new efforts to combat intellectual property right of-
fenses, efforts for eventual liberalizing of China’s currency peg to 
the dollar, and the elimination of the tax on foreign semiconduc-
tors. 

In December 2004, the Committee received a report by the U.S. 
Trade Representative’s Office, as required under section 421 of the 
‘‘U.S.-China Relations Act of 2000’’ (P.L. 106–286), entitled ‘‘2004 
Report to Congress on China’s WTO Compliance.’’ The report ac-
knowledges China’s significant efforts to reform its economy and 
comply with the requirements of the WTO, but areas of concern re-
main. The report highlighted U.S. concerns including the need for 
improved protection of intellectual property rights, the ability of 
foreign firms to trade and distribute services directly within China 
without use of a Chinese intermediary, removal of non-tariff bar-
riers for agricultural imports, and improved transparency in busi-
ness regulation. 

13. Permanent Normal Trade Relations with Russia and Other 
Jackson-Vanik Countries. 

Actions taken: Armenia: Armenia’s trade status was subject to 
the Jackson-Vanik provisions in Title IV of the Trade Act of 1974. 
On February 4, 2003, Representatives Knollenberg and Pallone, co- 
Chairmen of the Congressional Caucus on Armenian Issues, intro-
duced H.R. 528, a bill to authorize the extension of nondiscrim-
inatory treatment (permanent normal trade relations, or PNTR) to 
the products of Armenia. Armenia became a member of the World 
Trade Organization on February 5, 2003. On March 5, 2003, Trade 
Subcommittee Chairman Crane requested written public comments 
for the record from all parties interested in the extension of PNTR 
treatment to products from Armenia. On November 19, 2003, 
Chairman Thomas introduced H.R. 3521, the ‘‘Tax Relief Extension 
Act of 2003,’’ a bill to extend certain expiring provisions. The bill 
contained a provision granting PNTR treatment to products from 
Armenia. The House passed H.R. 3521 on November 20, 2003, by 
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voice vote, and the bill was received by the Senate and referred to 
the Senate Committee on Finance. The Senate took no further ac-
tion on that bill. A provision granting PNTR to products from Ar-
menia was included in the conference report for H.R. 1047, the 
‘‘Miscellaneous Trade and Technical Corrections Act of 2004,’’ 
which was signed by the President on December 3, 2004 (P.L. 108– 
429, see below for further discussion). 

Moldova: Moldova’s trade status remains subject to the Jackson- 
Vanik provisions in Title IV of the Trade Act of 1974. Moldova be-
came a member of the World Trade Organization on July 26, 2001. 
On March 5, 2003, Chairman Crane requested written public com-
ments for the record from all parties interested in the extension of 
PNTR treatment to products from Moldova. No further action was 
taken. 

Russia: Russia’s trade status remains subject to the Jackson- 
Vanik provisions in Title IV of the Trade Act of 1974. A Working 
Party on Russia’s WTO accession was established in June 1993. 
Throughout 2003 and 2004, Russia has held intensive bilateral 
market access negotiations on goods and services with WTO mem-
bers, and Russia and the European Union concluded a market ac-
cess accession agreement in May 2004. U.S. and Russian nego-
tiators have met several times to discuss market access. USTR 
consults regularly with the Committee on the status of those nego-
tiations. 

14. Trade and Development Act of 2000. 
Actions taken: The Committee met with a number of African 

leaders during the WTO’s Cancun Ministerial and in Washington 
to discuss the operation of the Africa Growth and Opportunities 
Act (AGOA), a component of the Trade and Development Act of 
2000. These leaders told the Committee that the legislation has led 
to substantial investment in African countries, improved the stand-
ard of living for thousands of Africans, and aided in general devel-
opment of many poor African regions. However, many of these offi-
cials requested an extension of the program benefits and various 
enhancements to the program, while others expressed concern over 
extension of eligibility for the use of third-country fabric because it 
would discourage regional fabric production. Due to the success of 
the program and strong Committee Member interest, the Sub-
committee held a hearing on implementation of the Africa Growth 
and Opportunities Act to consider the development of new AGOA 
legislation and on how the program relates to the elimination of 
worldwide textile and apparel quotas in 2005, free trade negotia-
tions with AGOA countries of the Southern African Customs 
Union, and the impact of African trade preferences on other U.S. 
trading partners especially in the Caribbean Basin. 

During the timeframe between January 12–23, 2003, Chairman 
Thomas led a bipartisan delegation of Members of Congress to an 
international forum established in the Africa Growth and Oppor-
tunity Act (AGOA) which was signed into law in 2000 (P.L. 106– 
200). The delegation visited Namibia, South Africa, Madagascar, 
and Mauritius and toured several new firms established as a result 
of the trade benefits created by AGOA. The delegation participated 
in several speaking and discussion events at the AGOA forum in 
Mauritius. In January 2003, the Committee filed its ‘‘Report on 
Trade Mission to Sub-Saharan Africa’’ (WMCP: 108–2). 
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The Committee conducted a hearing on April 20, 2004, which 
raised many issues related to extending and enhancing the pro-
gram. Several African countries and the private sector raised the 
provision allowing lesser developed countries to use fabric from 
third-countries in the production of apparel receiving market access 
benefits when exported to the United States. This provision was 
due to expire at the end of 2004, and the private sector and many 
Committee Members supported extending the date for several more 
years to allow AGOA beneficiaries additional time to attract and 
develop yarn and fabric manufacturing that will supply the infant 
apparel industry in these countries. Lastly, many Committee Mem-
bers and hearing witnesses complained of implementation setbacks 
such as unexpected interpretations by U.S. Customs officials that 
restricted use of the various AGOA benefit provisions. For these 
reasons, Committee Members remained strongly supportive of cor-
recting and enhancing provisions to allow for broad and liberal use 
of the programs to give African countries access to the United 
States market. 

On April 1, 2004, Chairman Bill Thomas, together with Rep-
resentatives Crane, Rangel, Houghton, Dunn, Weller, K. Brady, 
McDermott, Neal, Jefferson, Royce, and Payne, introduced H.R. 
4103, the ‘‘AGOA Acceleration Act of 2004.’’ The Committee favor-
ably reported H.R. 4103 to the House on May 5, 2004. The House 
passed the bill, as amended, on June 14, 2004, by voice vote. The 
Senate passed the bill without amendment by unanimous consent 
on June 24, 2004, and the President signed the bill into law on 
July 13, 2004 (P.L. 108–274). The law extends the existing AGOA 
program until 2015, extended third-country fabric benefits for less-
er developed countries until 2007 with a phase-down in year three, 
and encourages the President to support African development in 
transportation, energy, agriculture, and telecommunications infra-
structure. The bill also improves the rules of origin for AGOA bene-
ficiaries by permitting use of certain third-country components and 
increasing the de minimis threshold from seven percent to ten per-
cent. 

15. Conflict diamonds. 
Actions taken: On April 3, 2003, Representative Houghton intro-

duced H.R. 1584, the ‘‘Clean Diamond Trade Act,’’ to implement 
U.S. obligations pursuant to the Interlaken Declaration on the 
Kimberley Process Certification Scheme for Rough Diamonds of No-
vember 5, 2002. The Declaration addresses the problem of the use 
of diamonds from mines controlled by African rebel forces to trade 
for arms in order to fuel civil war in Africa. On April 8, 2003, the 
House passed the bill by a recorded vote of 419–2. On April 10, 
2003, the Senate passed H.R. 1584, with amendment, by unani-
mous consent. On April 11, 2003, the House agreed to the Senate 
amendment by unanimous consent. The President signed the bill 
into law on April 25, 2003 (P.L. 108–19). 

On August 25, 2004, the Committee received a report on the per-
formance of the United States Kimberley Process Authority 
(USKPA) from the State Department. The report described and re-
viewed the practices, standards and procedures of the USKPA. The 
Committee continues to monitor implementation of the Kimberly 
Process. 
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16. Jackson-Vanik Waiver and Extension of Normal Trade Rela-
tions to the Socialist Republic of Vietnam. 

Actions taken: Vietnam’s trade status remains subject to the 
Jackson-Vanik provisions in Title IV of the Trade Act of 1974. An 
annual review of Vietnam’s Jackson-Vanik waiver occurs with a 
Presidential determination of that country’s status for the upcom-
ing year. The effect of the President’s waiver is to grant conditional 
normal trade relations (NTR) status to products from Vietnam and 
to make U.S. exporters eligible for certain export credit guarantees 
in doing business with Vietnam. On May 29, 2003, the President 
renewed Vietnam’s waiver from the Jackson-Vanik freedom of emi-
gration requirements in Title IV of the Trade Act of 1974 (H. Doc. 
108–80). On July 9, 2003, Representative Rohrabacher introduced 
H.J. Res. 64 to disapprove the extension of NTR to Vietnam. No 
further action was taken on the resolution, and Vietnam’s NTR sta-
tus continued for another year. On June 3, 2004, the President re-
newed Vietnam’s waiver from the Jackson-Vanik freedom of emi-
gration requirements in Title IV of the Trade Act of 1974 (H. Doc. 
108–191). A resolution of disapproval was not introduced with re-
spect to the President’s 2004 Jackson-Vanik determination for Viet-
nam, and Vietnam’s NTR status continued for another year. 

17. Normal Trade Relations with the Lao People’s Democratic 
Republic. 

Actions taken: Laos did not receive Normal Trade Relations 
(NTR) status because it was included in the Harmonized Tariff 
Schedule (HTS) of the United States in General Note 3(b) on the 
list of countries whose products are subject to column 2 (non-NTR) 
tariff rates. On March 5, 2003, Trade Subcommittee Chairman 
Crane requested written public comments for the record from all 
parties interested in the extension of normal trade relations (NTR) 
treatment to products from Laos. On March 11, 2004, Trade Sub-
committee Chairman Crane and Representative McCollum intro-
duced H.R. 3943 to extend nondiscriminatory treatment (normal 
trade relations treatment) to the products of Laos. A provision 
granting NTR to products from Laos was included in the conference 
report for H.R. 1047, the ‘‘Miscellaneous Trade and Technical Cor-
rections Act of 2004,’’ which was signed by the President on Decem-
ber 3, 2004 (P.L. 108–429). (See below for further discussion of P.L. 
108–429). 

18. Sanctions Reform. 
Actions taken: In response to the dramatic growth in the imposi-

tion of unilateral economic sanctions and their impact on U.S. 
trade and competitiveness in international markets, the Sub-
committee will continue its oversight on the use and effectiveness 
of U.S. unilateral trade sanctions, in particular whether any pro-
posed sanction will achieve its intended objectives and whether the 
achievement of those objectives outweigh any likely costs to United 
States foreign policy, national security, economic, and humani-
tarian interests. 

The Committee used this analytical framework in its work on 
legislation regarding Burma (Myanmar). On June 4, 2003, Rep-
resentative Lantos introduced H.R. 2330, the Burmese Freedom 
and Democracy Act of 2003, to sanction the ruling Burmese mili-
tary junta, strengthen Burma’s democratic forces, and support and 
recognize the National League of Democracy as the legitimate rep-
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resentative of the Burmese people. On July 8, 2003, Chairman 
Thomas sent a letter to Committee on International Relations 
Chairman Hyde asserting the jurisdiction of the Committee on 
Ways and Means over these provisions and agreeing to forego con-
sideration of the bill because provisions sought by the Committee 
had been included in the Manager’s Amendment to the bill. On 
July 15, 2003, H.R. 2330 was approved under a suspension of the 
rules by a recorded vote of 418–2, with 1 present vote. On July 16, 
2003, the bill passed the Senate, without amendment, by a re-
corded vote of 94–1. The President signed H.R. 2330 into law on 
July 28, 2003 (P.L. 108–61). 

The import restrictions contained in P.L. 108–61 expire one year 
after enactment unless renewed by Congress with a joint resolution 
meeting certain requirements, and import restrictions expire com-
pletely after three years. On June 3, 2004, Representatives Lantos 
and Thomas introduced H.J. Res. 97 to approve the renewal for one 
year of import restrictions contained in P.L. 108–61. On June 14, 
2004, H.J. Res. 97 was approved by the House under a suspension 
of the rules by a recorded vote of 372–2. On June 24, 2004, the bill 
passed the Senate without amendment by a yea-nay vote of 96–1. 
The President signed H.J. Res. 97 into law on July 7, 2004 (P.L. 
108–272). 

19. Rules of Origin and Country of Origin Marking. 
Actions taken: The Subcommittee continued to review and con-

sult with the Administration and the trade community on the sta-
tus of rules of origin negotiations underway in the World Customs 
Organization; reviewed whether U.S. law and U.S. Customs en-
forcement efforts are effective in preventing unlawful trans-
shipment; and reviewed the implementation labeling requirements 
by United States and its trading partners with respect to meat, 
fresh produce, and genetically modified products. 

20. Trade Relations with Japan. 
Actions taken: On June 3, 2003, Chairman Thomas, along with 

Representative Rangel and Senators Grassley and Baucus, sent a 
letter to President Bush stressing the value of United States-Japan 
trade and asking that the President continue to press the Japanese 
Prime Minister Koizumi to accelerate de-regulation, enforce its cur-
rent commitments under trade agreements, and continue to open 
its markets to U.S. goods, services, and farm products. On July 17, 
2003, U.S. Trade Representative Zoellick sent a letter to Chairman 
Thomas underscoring the importance of U.S.-Japan relations and 
stating that the Administration will remain committed to improv-
ing our economic and trade relations with Japan. 

In response to a question from Chairman Thomas at a Congres-
sional Oversight Group meeting, relating to Japan and other coun-
tries, Ambassador Zoellick wrote to Chairman Thomas on October 
27, 2004, and acknowledged the need for USTR to make further ef-
forts in order to remove non-science based phytosanitary barriers 
around the world that impede U.S. exports of agricultural products. 
Ambassador Zoellick stated his intention to dedicate more staffing 
resources to the issue and to formalize efforts with other agencies, 
especially USDA, so as to improve the responsiveness of the U.S. 
Government in resolving such foreign barriers. 

Numerous issues have been raised by Members and the private 
sector about impediments to free trade in Japan including the anti-
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competitive practices of its postal firm, sanitary and phytosanitary 
barriers to agricultural products, and unfair price determination 
for medical devices for the Japanese healthcare system. The Com-
mittee continues to raise these issues with Japanese officials and 
with U.S. Government officials. 

21. Asia Pacific Economic Cooperation Forum. 
Actions taken: During the 108th Congress, the United States 

concluded and Congress approved free trade agreements with 
APEC members Chile, Singapore, and Australia. In addition, nego-
tiations for FTAs are underway with Thailand and Peru (see other 
sections of this report for more information). The Administration 
and the Committee have consulted regularly on the status of all 
these separate negotiations and on U.S. negotiating positions. The 
Committee has also monitored the proliferation of FTAs among 
APEC members to which the United States is not a party, includ-
ing agreements between Chile and Korea, Japan and Mexico, Aus-
tralia and Thailand, and China and ASEAN countries, as well as 
several ongoing negotiations. The Committee continued to review 
the status of those talks as well as other U.S. trade policy objec-
tives in Asia that relate to APEC members. 

Subcommittee on Health 
1. Regulatory and Contracting Reform. 
Actions taken: The Subcommittee held a hearing on Medicare 

regulatory and contracting reform on February 13, 2003. Testimony 
taken at the hearing helped form the basis of legislation considered 
by the Committee and included in H.R. 1, the ‘‘Medicare Prescrip-
tion Drug, Improvement, and Modernization Act of 2003.’’ (P.L. 
108–173) 

2. Medicare Payment and Advisory Commission (MedPAC) Re-
port and Recommendations. 

Actions taken: The Subcommittee heard MedPAC’s testimony on 
its recommendations at the following hearings: Medicare payment 
policies on March 6, 2003; Medicare cost-sharing and Medigap cov-
erage on May 1, 2003. Testimony taken at these hearings helped 
form the basis of legislation considered by the Committee and in-
cluded in H.R. 1, the ‘‘Medicare Prescription Drug, Improvement, 
and Modernization Act of 2003.’’ (P.L. 108–173) 

Prior to the hearing, on March 5, 2003, the Chairman of the 
Committee requested that the Office of the Management Budget 
provide the Administration’s position on each major MedPAC rec-
ommendation to Congress. 

3. Medicare’s Cost-sharing and Supplemental Coverage. 
Actions taken: The Subcommittee held a hearing on cost-sharing 

and Medigap coverage on May 1, 2003. Testimony taken at the 
hearing helped form the basis of legislation considered by the Com-
mittee and included in H.R. 1, the ‘‘Medicare Prescription Drug, 
Improvement, and Modernization Act of 2003.’’ (P.L. 108–173) 

4. Prescription Drug Coverage. 
Actions taken: The full Committee held hearings on prescription 

drugs in Medicare on February 6, 2003, when it heard testimony 
on the President’s FY 2004 Budget with the U.S. Department of 
Health and Human Services, and on April 9, 2003, when it heard 
testimony on expanding prescription drug coverage under Medi-
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care. Testimony taken at these hearings helped form the basis of 
legislation considered by the Committee. 

H.R. 2473, the ‘‘Medicare Prescription Drug and Modernization 
Act,’’ was introduced June 16, 2003, and was reported out of the 
Committee on Ways and Means on June 17, 2003, by a vote of 25– 
15. On June 27, 2003, the House passed H.R. 1, the ‘‘Medicare Pre-
scription Drug, Improvement, and Modernization Act,’’ (MMA) 
which included provisions of H.R. 2473, by a vote of 216–215. The 
Senate passed similar legislation on June 27, 2003, by a vote of 76– 
21. The bills were conferenced, and the House passed the Con-
ference Report on November 22, 2003, by a vote of 220 to 215. The 
Senate also passed the Conference Report by a vote of 54–44 on 
November 25, 2003, and the legislation was signed into law Decem-
ber 8, 2003 (P.L. 108–173). 

The Health Subcommittee held hearings on the implementation 
of the MMA drug benefit, including a hearing on the prescription 
drug discount card on April 1, 2004, and electronic prescribing on 
July 22, 2004. 

5. Health Care Quality. 
Actions taken: The full Committee held a hearing on disease pre-

vention initiatives in the President’s FY 2004 Budget with the U.S. 
Department of Health and Human Services on February 6, 2003, 
and the Subcommittee held a hearing on eliminating barriers to 
chronic care management in Medicare on February 25, 2003. Testi-
mony taken at these hearings helped form the basis of legislation 
considered by the Committee and included in H.R. 1, the ‘‘Medicare 
Prescription Drug, Improvement, and Modernization Act of 2003.’’ 
(P.L. 108–173) 

The Subcommittee held a hearing on new frontiers in quality ini-
tiatives on March 18, 2004. The hearing focused on what is known 
about the current state of health care quality, recent changes to the 
Medicare program, and lessons that can be learned from experi-
ences in the commercial market. The Subcommittee also held a 
hearing on increasing the use of information technology in health 
care to improve quality on June 17, 2004. 

6. Medicare Waste, Fraud and Abuse. 
Actions taken: On July 17, 2003, the full Committee held a hear-

ing on waste, fraud and abuse that included an examination of Ad-
ministration activities and problems related to pricing for currently 
covered prescription drugs, reimbursement for durable medical 
equipment and the Medicare Secondary Payer program. In addi-
tion, the Committee heard testimony on the False Claims Act and 
its importance in reducing fraud and abuse in Federal programs. 

In accordance with H. Con. Res. 95, the Concurrent Resolution 
on the Budget for Fiscal Year 2004, the Committee submitted find-
ings from this hearing to the Committee on the Budget on Sep-
tember 9, 2003. 

The Committee exercised its oversight on the Medicare program 
by sending a letter to the Administrator of the Centers for Medi-
care and Medicaid Services on February 28, 2004, on the signifi-
cant overpayments for Medicare outlier cases. Chairman Thomas 
urged the Administrator to expeditiously move to fix the problem 
as soon as possible. In addition, the Committee worked closely with 
the Office of the Inspector General in requesting information on 
graduate medical education for dental residents. Chairman Thomas 
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subsequently wrote to the agency for a copy of the early alert which 
served as a basis for actions included in H.R. 1, the ‘‘Medicare Pre-
scription Drug Improvement and Modernization Act of 2003’’ (P.L. 
108–173). 

7. Medically Uninsured. 
Actions taken: The Committee Chairman asked the CBO to pre-

pare a report detailing the diversity of the uninsured population in 
terms of their economic and family circumstances, their access to 
various types of insurance and the length of time they are without 
coverage. The report was issued in May 2003. The Subcommittee 
held a hearing on the uninsured on March 9, 2004. The hearing fo-
cused on issues concerning Americans who lack access to affordable 
health insurance. Testimony taken at the hearing helped form a 
more clear understanding of the causes and consequences of lack 
of health insurance, tax and regulatory policies that affect access 
to health insurance, and consequences faced by some of the unin-
sured who are hospitalized. This hearing also laid out a foundation 
for potential future hearings to better understand the problems of 
the uninsured. 

8. Graduate Medical Education. 
Actions taken: The Subcommittee heard MedPAC’s testimony on 

its recommendations on Medicare payment policies, including pay-
ment for graduate medical education, on March 6, 2003. Testimony 
taken at this hearing helped form the basis of legislation consid-
ered by the Committee and included in H.R. 1, the ‘‘Medicare Pre-
scription Drug, Improvement, and Modernization Act of 2003.’’ 
(P.L. 108–173) 

9. Medicare Modernization. 
Actions taken: The full Committee held a hearing on the Presi-

dent’s FY 2004 Budget with HHS on February 6, 2003. Testimony 
on the President’s proposals for strengthening and improving Medi-
care helped form the basis of legislation considered by the Com-
mittee and included in H.R. 1, the ‘‘Medicare Prescription Drug, 
Improvement, and Modernization Act of 2003.’’ (P.L. 108–173) 

The Committee continued its oversight of the Medicare skilled 
nursing benefit. The Committee Chairman Thomas and the Sub-
committee Chairman Johnson wrote to the Administrator of the 
Centers for Medicare & Medicaid Services (CMS) asking that it ad-
just the market basket update to reflect actual data. The use of 
projected data has resulted in lower payments than if actual data 
were used. The Subcommittee Chairman Johnson and Representa-
tive Camp wrote to the Administrator of CMS to release a report 
on end-stage renal disease. The subsequently released report 
served as a basis for the provisions in H.R. 1, the ‘‘Medicare Pre-
scription Drug, Improvement, and Modernization Act of 2003.’’ 
(P.L. 108–173) 

The Committee requested a number of reports from the GAO in 
preparation for H.R. 1. On February 4, 2003, the Subcommittee 
Chairman Johnson asked the GAO to examine commuting patterns 
as an option for use in the geographic reclassification of hospitals 
for assignment in the hospital wage index. On March 3, 2003, 
Chairman Thomas and Subcommittee Chairman Johnson asked for 
an examination of the costs of medical liability for the Medicare 
program such as defensive medicine. On April 1, 2004, the Com-
mittee Chairman and Subcommittee Chairman Johnson, wrote to 

VerDate Aug 04 2004 07:42 Jan 13, 2005 Jkt 039006 PO 00000 Frm 00122 Fmt 6659 Sfmt 6602 E:\HR\OC\HR810.XXX HR810



111 

the Administrator of the CMS requesting additional changes to the 
physician payment formula for Medicare providers reimbursed 
under the physician fee schedule. 

The Chronic Care Improvement Program (CCIP), passed as part 
of the MMA, will establish several pilot programs to test ap-
proaches for managing the care of beneficiaries with multiple 
chronic conditions. The Subcommittee heard testimony on the im-
plementation of the CCIP on May 11, 2004. 

Subcommittee on Human Resources 
1. Welfare Reform. 
Actions taken: U.S. Department of Health and Human Services 

(HHS) Secretary Tommy Thompson testified before the full Com-
mittee on February 6, 2003, regarding the President’s fiscal year 
2004 budget proposals for HHS. During his testimony HHS Sec-
retary Thompson discussed the Temporary Assistance for Needy 
Families (TANF) program and the Administration’s proposals for 
reauthorization. 

On February 10, 2004, the full Committee conducted a hearing 
on the Administration’s fiscal year 2005 budget for HHS. At that 
hearing HHS Secretary Thompson discussed the TANF reauthor-
ization issues as well as marriage and healthy family initiatives 
proposed by the Administration. 

GAO completed a report for the Subcommittee in September 
2003, on the status of State TANF block grant balances and trans-
fers to other programs such as the Child Care Development Block 
Grant and Social Services Block Grant programs as well as the ex-
tent to which these balances reflect reserves available for future 
use. 

In June 2004, GAO released a report on improper payment re-
views for child care subsidies and TANF programs. The report was 
requested by Subcommittee Chairman Herger and Senate Finance 
Committee Chairman Charles Grassley. 

At the request of Subcommittee Chairman Herger, GAO studied 
TANF and Supplemental Security Income employment require-
ments and services for low-income individuals with disabilities. A 
report on that study was released in September 2004. 

Building on an extensive series of TANF related hearings in the 
107th Congress, H.R. 4 was introduced on February 4, 2003, to re-
authorize TANF and related programs. This legislation, the ‘‘Per-
sonal Responsibility, Work, and Family Promotion Act of 2003,’’ 
passed the House on February 13, 2003, by a vote of 230–192. The 
bill was reported by the Senate Finance Committee on October 3, 
2003. H.R. 4 was discussed in the Senate in March and April 2004 
without a final vote being taken on the Senate legislation. 

To continue the operation of TANF and related programs, several 
short-term extensions were passed, including H.R. 5149 (P.L. 108– 
308) which extended TANF and related programs through March 
31, 2005. Additional information on TANF is provided in the Legis-
lative Review of Human Resources Issues section of this report. 

2. Child Care. 
Actions taken: In testimony before the Full Committee on Feb-

ruary 6, 2003, HHS Secretary Thompson discussed the importance 
of child care and the President’s commitment to a high level of 
child care funding. 
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GAO completed a child care related report for the Subcommittee 
in September 2003. This report included a review of the transfer 
of TANF funds to other areas such as the Child Care Development 
Block Grant and Social Services Block Grant programs. 

In June 2004, GAO released a report on improper payments for 
child care and TANF benefits, which was requested by Sub-
committee Chairman Herger and Senate Finance Committee Chair-
man Charles Grassley. 

Provisions in H.R. 4, the Personal Responsibility, Work, and 
Family Promotion Act of 2003, increased mandatory and discre-
tionary funds for the Child Care and Development Block Grant and 
the share of TANF funds that States may transfer to the Child 
Care and Development Block Grant and Social Services Block 
Grant. More detailed information on H.R. 4 is provided in the Leg-
islative Review of Human Resources Issues section of this report. 

3. Child Support Enforcement. 
Actions taken: In testimony on the Administration’s fiscal year 

2004 HHS budget before the full Committee on February 6, 2003, 
HHS Secretary Thompson reported on improvements in the 
amount of collections made by the child support program, the effec-
tiveness of the program in collecting support for each Federal dol-
lar invested, and continued support for program improvement pro-
posals included in welfare reauthorization legislation. 

On February 10, 2004, the full Committee conducted a hearing 
on the Administration’s fiscal year 2005 budget for HHS. HHS Sec-
retary Thompson reviewed the status of the child support program 
and outlined improvement proposals. 

H.R. 4, the ‘‘Personal Responsibility, Work, and Family Pro-
motion Act of 2003,’’ included provisions designed to improve the 
performance of the Nation’s child support enforcement program. 
H.R. 4 passed in the House, was reported from the Senate Finance 
Committee, and was considered in the full Senate. Additional infor-
mation regarding H.R. 4 is available in the Legislative Review of 
Human Resources Issues section of this report. 

The child support enforcement program’s National Directory of 
New Hires that is authorized in the Social Security Act was 
amended in P.L. 108–199 and P.L. 108–295 to allow limited infor-
mation sharing with government housing and unemployment ben-
efit programs to improve program administration and better pre-
vent fraud and abuse. More information about these two laws is 
available in the Legislative Review of Human Resources Issues sec-
tion of this report. 

4. Supplemental Security Income (SSI). 
Actions taken: The Subcommittee heard from the Commissioner 

of the Social Security Administration at a hearing on April 29, 
2004, on the operation of the Supplemental Security Income (SSI) 
program, including on anti-fraud provisions in law and policy and 
further measures to improve program performance and better pre-
vent fraud and abuse. 

On May 20, 2004, the Subcommittee held a hearing on the oper-
ation of the SSI program, hearing from witnesses on improvements 
the program has made and suggestions to further improve the SSI 
program. Witnesses included representatives from offices with 
oversight of Social Security programs, workers, and advocates. 
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A joint hearing by the Subcommittees on Human Resources and 
Social Security was held on September 30, 2004. This hearing fo-
cused on the Social Security Administration’s disability determina-
tion process. Witnesses included a Member of Congress, the Com-
missioner of Social Security, disability program staff, employee or-
ganizations, and advocates. 

In a July 2003 release, GAO reported that the Social Security 
Administration could enhance its ability to detect residency viola-
tions by recipients of SSI. Subcommittee Chairman Herger re-
quested this report. 

Also at the request of Subcommittee Chairman Herger, GAO 
issued a report in September 2004 reviewing TANF and SSI pro-
gram work requirements and services supporting work among low- 
income individuals with disabilities. 

H.R. 743, the ‘‘Social Security Protection Act of 2003,’’ was intro-
duced on February 12, 2003, and included provisions amending the 
SSI program to enhance program protections and reduce waste. On 
April 2, 2003, the House agreed to the bill by a recorded vote of 
396–28. On December 9, 2003, the Senate passed the bill, as 
amended, by unanimous consent. On February 11, 2004, the House 
agreed to the Senate amendment, and the President signed the leg-
islation into law on March 2, 2004 (P.L. 108–203). Additional infor-
mation regarding H.R. 743 is provided in the Legislative Review of 
Human Resources Issues section of this report. 

5. Child Protection. 
Actions taken: On April 8, 2003, the Subcommittee held a hear-

ing on the Adoption and Safe Families Act of 1997 and the Adop-
tion Incentives program created under that Act. Witnesses, includ-
ing an Administration official, State and local program administra-
tors, and policy experts, reviewed the implementation of the Adop-
tion and Safe Families Act as well as proposals for improving the 
Adoption Incentives program. 

At a Subcommittee hearing on June 11, 2003, testimony was 
heard on the Bush Administration’s Foster Care Flexible Funding 
Proposal included in the fiscal year 2004 budget proposal. Wit-
nesses included representatives from the Administration, State and 
local program administrators, and the National Indian Child Wel-
fare Association. 

The Subcommittee held a hearing on November 6, 2003, regard-
ing an apparent failure to protect child safety in New Jersey. The 
hearing examined a specific case in which four boys adopted from 
the child protection system were apparently starved by their adop-
tive parents. The hearing focused on how their abuse escaped the 
attention of child protection workers, and what Federal and State 
officials can do to prevent the recurrence of such abuse. Witnesses 
included Members of Congress, State and local program adminis-
trators, policy experts, and a community representative. 

On November 19, 2003, the Subcommittee held a hearing on im-
proved monitoring of vulnerable children in foster care and adop-
tive settings. Witnesses included Members of Congress, State and 
local program administrators, policy experts, and researchers. Tes-
timony focused on what data the States collect to monitor children 
in foster care and for whom adoption subsidies are paid, how the 
data is used, and what additional data or applications might better 
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ensure the safety, permanency, and well-being of children in foster 
care and or who have been adopted. 

The Subcommittee examined Federal and State oversight of child 
protection programs at a hearing on January 28, 2004. The focus 
of the hearing was what Federal, State, and local officials can and 
should do to ensure the safety, permanency, and well-being of chil-
dren. Witnesses included an Administration official, State program 
administrators, GAO, researchers, and individuals involved in the 
child protection system. 

On May 13, 2004, the Subcommittee held a hearing to examine 
State efforts to comply with Federal Child and Family Services Re-
view requirements related to safety, permanency, and child and 
family well-being. Witnesses included Federal and State officials 
experienced in the reviews. 

The Subcommittee held a hearing on June 17, 2004, to review a 
child protection case in which twin infants died in Baltimore, 
Maryland, and the implications of this case for efforts to improve 
the child protection system. Witnesses included representatives 
from the State of Maryland, the city of Baltimore, and an academic 
with social work experience. 

On July 13, 2004, the Subcommittee held a hearing to examine 
recent proposals to reform child protection financing, move children 
more quickly into safe, permanent homes, and expedite placements 
across State lines. The Subcommittee heard from State officials 
and representatives of organizations interested in child protection 
issues. 

In September 2003, GAO released a report requested by Sub-
committee Chairman Herger related to State use of funds author-
ized under Title IV–B of the Social Security Act for services to help 
families address problems that lead to child abuse and neglect and 
to prevent unnecessary separation of children from their families. 

H.R. 3182, the ‘‘Adoption Promotion Act of 2003,’’ was introduced 
on September 25, 2003, to reauthorize the Adoption Incentives pro-
gram through fiscal year 2008 and to create a new incentive pay-
ment to promote adoption of children age 9 and older. The bill 
passed the House on October 8, 2003, by voice vote. The Senate 
passed the bill by unanimous consent on November 14, 2003, and 
on December 2, 2003, the President signed the legislation (P.L. 
108–145). 

H.R. 4504, a bill to expedite the safe placement of foster and 
adoptive children into homes across State lines, passed in the 
House on October 5, 2004, by a voice vote. The bill, the ‘‘Safe and 
Timely Interstate Placement of Foster Children Act of 2004,’’ was 
introduced by Majority Leader DeLay and cosponsored by Sub-
committee Chairman Herger, among others. 

H.R. 4856, the ‘‘Child Safety, Adoption, and Family Enhance-
ment (Child SAFE) Act of 2004,’’ was introduced by Subcommittee 
Chairman Herger on July 19, 2004. This bill would fundamentally 
change the financing of the child protection system to focus on out-
comes rather than process as well as add resources and flexibility 
to ensure children are protected and that more families stay to-
gether. 

6. Unemployment Compensation. 
Actions taken: On March 20, 2003, the Subcommittee held a 

hearing to review State use of the $8 billion in surplus Federal un-
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employment funds distributed in March 2002 under P.L. 107–147. 
Witnesses included a representative of the U.S. Department of 
Labor, GAO, State employment security program directors, and a 
policy expert. 

A hearing on the nation’s unemployment compensation system to 
review unemployment benefits and recipients’ returns to work was 
held on April 10, 2003. Witnesses included policy experts and re-
searchers who testified on the effect of unemployment compensa-
tion benefits on prompt returns to work. Testimony also was heard 
on features of unemployment compensation and related programs, 
including profiling and work search requirements. 

A joint hearing of the Subcommittees on Human Resources and 
Oversight was held on June 19, 2003, to examine unemployment 
fraud and abuse. The U.S. Department of Labor, a State program 
administrator, an employer, and GAO testified on concerns about 
State Unemployment Tax Act (SUTA) dumping. GAO testimony 
discussed a survey of tax consultants and States conducted at the 
request of Subcommittee Chairman Herger and Oversight Sub-
committee Chairman Houghton. 

H.R. 3463, the ‘‘SUTA Dumping Prevention Act of 2003,’’ was in-
troduced by Subcommittee Chairmen Herger and Houghton, as 
well as Ranking Members Cardin and Pomeroy, among others, on 
November 6, 2003. This legislation was signed into law on August 
9, 2004 (P.L. 108–295). Additional information about H.R. 3463 is 
provided in the Legislative Review of Human Resources Issues sec-
tion of this report. 

Subcommittee on Social Security 
1. Hearings to examine Social Security’s financial challenges. 
Actions taken: The Subcommittee held a field hearing at Florida 

Atlantic University in Boca Raton, Florida on January 26, 2004, to 
examine Social Security’s role in providing income security, pro-
gram financing, factors causing Social Security’s financial chal-
lenges, the consequences of inaction, choices policymakers face, and 
issues for the Subcommittee to consider as they move forward. The 
Subcommittee heard testimony from the Deputy Commissioner of 
Social Security, as well as a professor at the university and wit-
nesses representing seniors and young Americans. Witnesses dis-
cussed the importance of Social Security to seniors; options for 
strengthening the program’s finances, including tax increases, ben-
efit cuts, and voluntary personal accounts; and the potential impact 
of these options on individuals of all ages. 

2. Hearings to examine the use of SSNs. 
Actions taken: The Subcommittee held a hearing on July 10, 

2003, to examine the widespread use and misuse of the SSN in the 
public and private sectors, as well as the integrity of the SSA’s 
SSN issuance and wage crediting process. The Subcommittee heard 
testimony from the Inspector General of the SSA, the GAO, local 
law enforcement, and experts in privacy issues. Witnesses dis-
cussed how widespread utilization and public exposure of SSNs 
have made them an invaluable tool for identity thieves, as well as 
the trauma identity theft creates in victims’ lives. The witnesses 
provided feedback and support regarding provisions in H.R. 2036, 
the ‘‘Social Security Number Privacy and Identity Theft Prevention 
Act of 2001,’’ introduced by Subcommittee Chairman Shaw in the 
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107th Congress, as well as legislation introduced by other Members 
of Congress. In response to information gathered at this hearing, 
Subcommittee Chairman Shaw introduced H.R. 2971, the ‘‘Social 
Security Number Privacy and Identity Theft Prevention Act of 
2003,’’ on July 25, 2003. This legislation would have restricted the 
sale, purchase, and display to the general public of SSNs, limited 
dissemination of SSNs by credit reporting agencies, and made it 
more difficult for businesses to deny services if a customer refused 
to provide his or her SSN. 

The Subcommittee on Social Security and the Subcommittee on 
Oversight held a joint hearing on March 10, 2004, to examine the 
respective responsibilities of the SSA, IRS, and DHS in ensuring 
accurate earnings reporting and tax payments, as well as the de-
gree to which policies and procedures are coordinated among agen-
cies to prevent misuse of SSNs and ITINs. The Subcommittees 
heard testimony from the Deputy Commissioner of Social Security, 
the Commissioner of the IRS, GAO, the Acting Inspector General 
for Tax Administration of the U.S. Department of the Treasury, the 
Assistant Inspector General for Investigations of the SSA, and the 
National Taxpayer Advocate of the IRS. Witnesses discussed recent 
improvements in the documentation and procedural requirements 
for issuance of SSNs and ITINs, recommendations for improve-
ments in tax compliance and reporting of wages to the SSA and 
IRS, and the potential impact of those recommendations on individ-
uals and the agencies. 

The Subcommittee on Social Security held a hearing on June 15, 
2004, to examine how criminals use SSNs to commit identity theft, 
the impact of identity theft on victims, and to receive feedback re-
garding H.R. 2971. The Subcommittee heard testimony from the 
Director of the Bureau of Consumer Protection for the Federal 
Trade Commission, the Acting Inspector General of the SSA, GAO, 
and the Assistant Chief Inspector for Investigations and Security 
of the United States Postal Inspection Service, as well as witnesses 
representing consumers and the public and private sectors. Wit-
nesses discussed the pivotal role SSNs play in identity theft, the 
need to improve the process of issuing SSNs, and the need to pro-
tect SSN privacy. Witnesses also provided information on how the 
bill’s provisions would protect individuals from identity theft, as 
well as its impact on United States courts, public record adminis-
trators, and businesses. 

3. Hearings to examine disability program improvements. 
Actions taken: On September 25, 2003, the Subcommittee held a 

hearing on the SSA’s management of the Office of Hearings and 
Appeals. Witnesses included the Commissioner of Social Security, 
the SSA Inspector General, and representatives from the Social Se-
curity Advisory Board, the Consortium of Citizens with Disabilities, 
and Agency employee organizations. At the hearing, the Commis-
sioner introduced her long-term approach for improving the dis-
ability determination process. Once implemented, the Commis-
sioner expects that processing times will be reduced by at least 25 
percent, accuracy and consistency in decisions will increase, and 
barriers will be removed for individuals with disabilities who wish 
to return to work. At this hearing the Subcommittee also reviewed 
lapses in the SSA’s management of the Milwaukee and Chicago Of-
fices of Hearings and Appeals. 
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On March 18, 2004, the Subcommittee held a hearing to review 
the SSA’s management of the Ticket to Work program, including 
early results, issues of concern, and needed improvements. Wit-
nesses, including representatives from the SSA, program partici-
pants, employment networks, and members of the Ticket to Work 
and Work Incentives Advisory Panel, reviewed the implementation 
of the program to date and discussed changes needed to increase 
participation in the program. 

On September 30, 2004, the Subcommittee held a joint hearing 
with the Subcommittee on Human Resources on the Commissioner 
of Social Security’s proposal to improve the disability process. Tes-
timony was heard from a Member of Congress, the Commissioner 
of Social Security, the Chairman of the Social Security Advisory 
Board, and other stakeholders in the process. At the hearing, the 
Commissioner updated the Subcommittees on the preparations she 
is taking to implement the reforms and the possible changes to her 
original proposal. Other witnesses reviewed various aspects of the 
Commissioner’s proposal and suggested modifications to the plan. 

4. Hearings to examine the stewardship of the Social Security 
programs. 

Action taken: The Subcommittee held a hearing on February 27, 
2003, on H.R. 743, the ‘‘Social Security Protection Act of 2003,’’ 
which was introduced by Subcommittee Chairman Shaw on Feb-
ruary 12, 2003. The Subcommittee heard testimony from the SSA 
Inspector General, GAO, lawyers, claimant representatives, and ad-
vocates of individuals with disabilities, explaining the need for 
quick action and how the bill would give the SSA the tools it needs 
to prevent misuse of benefits by representative payees, prevent pro-
gram fraud and abuse, help individuals with disabilities gain ac-
cess to representation, and aid individuals with disabilities who 
want to return to work. 

5. Hearings to examine service delivery. 
Actions taken: On July 24, 2003, the Subcommittee held a hear-

ing on the SSA’s Service Delivery Budget Plan, a 5-year plan sub-
mitted to the Office of Management and Budget with the Agency’s 
fiscal year 2004 budget request. Testimony was heard from the 
Commissioner of Social Security, representatives from the GAO 
(whose testimony was based on a number of reports requested from 
the Subcommittee), and the Consortium for Citizens with Disabil-
ities. Subcommittee Members heard how the Agency is working to 
reduce delays and backlogs in the disability program by rede-
ploying staff to key positions, and by converting from a paper to 
an electronic disability folder. 

On February 26, 2004, the Subcommittee held a second hearing 
on the SSA’s Service Delivery Budget Plan. At this hearing the 
Commissioner of Social Security reviewed the President’s budget 
request for fiscal year 2005. The President’s budget request would 
enable the Agency to keep up with growing core workloads, imple-
ment Ticket-to-Work programs, and combat SSN misuse. In addi-
tion, with the funds provided for fiscal year 2005, the Agency plans 
to implement the Medicare Modernization Act (P.L. 108–173), im-
prove the disability determination process, and improve payment 
accuracy. 

In addition, Subcommittee Chairman Shaw has received the fol-
lowing studies from the GAO: Electronic Disability Claims Proc-
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essing—SSA Needs to Address Risks Associated with IT’s Acceler-
ated Systems Development Strategy; Social Security Disability— 
Reviews of Beneficiaries’ Disability Status Require Continued At-
tention to Achieve Timeliness and Cost Effectiveness; Social Secu-
rity Administration—More Effort Needed to Assess Consistency of 
Disability Decisions, Strategic Workforce Planning Needed to Ad-
dress Human Capital Challenges Facing the Disability Determina-
tion Services, Disclosure Policy for Law Enforcement Allows Infor-
mation Sharing but SSA Needs to Ensure Consistent Application, 
Actions Taken to Strengthen Procedures for Issuing Social Security 
Numbers to Noncitizens but Some Weaknesses Remain; Social Se-
curity Numbers—Improved SSN Verification and Exchange of 
States’ Driver Records Would Enhance Verification, Private Sector 
Entities Routinely Obtain and Use SSNs and Laws Limit the Dis-
closure of This Information, Governments Could Do More to Re-
duce Display in Public Records and Identity Cards; Social Secu-
rity—Proposed Totalization Agreement with Mexico Presents 
Unique Challenges. 

In addition, Chairman Shaw has requested the following studies 
from GAO: the SSA’s management of the earnings suspense file; 
lessons learned from other countries’ public pension reforms; what 
citizens understand about their Social Security and pension bene-
fits; uses and protection of SSNs during third party contracting; ac-
tivities of internet information resellers; and Social Security’s man-
agement of totalization agreements. 

C. ADDITIONAL OVERSIGHT ACTIVITIES AND ANY RECOMMENDATION 
OR ACTIONS TAKEN 

1. ADDITIONAL OVERSIGHT ACTIVITIES OF THE OVERSIGHT 
SUBCOMMITTEE 

a. Taxpayer Rights. 
Actions taken: On March 12, 2003, the Subcommittee requested 

written comments on the legislative proposals to protect taxpayer 
rights, including proposals contained in the National Taxpayer Ad-
vocate’s 2001 and 2002 Annual Report to Congress, reports by the 
U.S. Treasury Department and JCT mandated by the IRS Restruc-
turing and Reform Act of 1998 (RRA ’98) (P.L. 105–206), and the 
President’s fiscal year 2004 budget proposal. Congress passed the 
first ‘‘Taxpayer Bill of Rights’’ in 1988. It expanded taxpayer pro-
tections in the ‘‘Taxpayer Bill of Rights 2’’ in 1996 and, in that leg-
islation, established the National Commission on Restructuring the 
IRS. The Restructuring Commission’s June 1997 report contained 
recommendations that were the basis for RRA ’98. The RRA ’98 
contained many more taxpayer rights guarantees; it directed the 
IRS to place a greater emphasis on serving the public and meeting 
taxpayers’ needs. The Subcommittee received letters of support 
from the American Institute of Certified Public Accountants, the 
Council for Electronic Revenue Communication Advancement, the 
National Association of Enrolled Agents, the National Payroll Re-
porting Consortium and the National Society of Accountants. 

b. Department of the Treasury Inspector General Consolidation 
Act of 2003. 

Actions taken: On November 21, 2003, Representative Portman 
introduced the ‘‘Department of the Treasury Inspector General 
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Consolidation Act of 2003’’ (H.R. 3625). On November 24, 2003, the 
Subcommittee requested written comments on this bill, which will 
consolidate the two existing Inspector General offices at the De-
partment of the U.S. Treasury—the Office of Inspector General of 
the Treasury (OIG) and the Office of the Treasury Inspector Gen-
eral for Tax Administration (TIGTA)—into a new office called the 
Office of the Treasury Inspector General (TIG). In order to maxi-
mize efficiencies and effectiveness, and to eliminate duplication, 
the President, in his fiscal year 2004 budget, recommended that 
OIG and TIGTA be merged into a new single entity, which would 
have the same powers and authorities as its predecessors have 
under current law. 

c. Student Aid Streamlined Disclosure Act of 2003. 
Actions taken: On November 25, 2003, the Subcommittee re-

quested written comments on H.R. 3613, the ‘‘Student Aid Stream-
lined Disclosure Act of 2003,’’ introduced by Representative Sam 
Johnson (R–TX). The bill seeks to improve the process of verifying 
income information provided by student aid applicants and to bet-
ter protect taxpayer privacy. It would implement the Bush Admin-
istration’s proposal to allow matching of IRS data, and it was draft-
ed with the help of the Subcommittee in consultation with three 
Federal agencies. Under the bill students and their parents or 
guardians will no longer be required to provide copies of Form 1040 
or blanket waivers of tax confidentiality in order to obtain a stu-
dent loan or grant. 

d. GAO Review of EITC Compliance. 
Actions taken: The Subcommittee requested that the U.S. Gov-

ernment Accountability Office conduct a study of the Earned In-
come Tax Credit (EITC) pre-certification initiative and overall 
EITC compliance. This request was made to reduce the number of 
inaccurate EITC claims, and to evaluate how the credit is adminis-
tered in order to reduce overclaim rates while minimizing taxpayer 
burden. The GAO report will examine the IRS plans for the 2004 
filing season based on the experience of the pre-certification pro-
gram and the status of the EITC re-certification program, including 
the number and types of taxpayers contacted. The report will also 
review the current process for evaluating EITC eligibility, the cur-
rent EITC error rate and whether recent statutory changes have 
had an impact on the error rate or on the rate of overpayments and 
compliance. 

e. Reporting Requirements of Tax-Exempt Groups. 
Actions taken: The Subcommittee continued and expanded its re-

view from the 107th Congress on the current law, the appropriate 
role of and tax benefits for tax-exempt organizations, the adequacy 
of IRS oversight and reporting requirements, and suggestions for 
improvement. Tax-exempt organizations play an important role in 
the United States and their presence and influence continue to 
grow. There are over 1.4 million tax-exempt organizations that be-
long to one of more than 30 categories described in the IRC. For 
tax year 1999, those Section 501(c)(3) organizations required to file 
with the IRS had $1.5 trillion in assets and $807 billion in annual 
revenues. The Statistics of Income Division of the IRS estimates 
that the revenue from all tax-exempt organizations accounts for 
twelve percent of the gross domestic product. In particular, the 
Subcommittee explored the adequacy of tax-exempt reporting re-
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quirements during its November 20, 2003, hearing on non-profit 
credit counseling organizations and June 22, 2004, and hearing on 
pricing practices of tax-exempt hospitals. 

f. Oversight of Drug Interdiction Efforts. 
Actions taken: On October 5, 2004, the Subcommittee staff met 

with agents from the Drug Enforcement Agency (DEA) to discuss 
the activities undertaken by the U.S. Department of the Treasury 
and the U.S. Department of Homeland Security to address Federal 
drug interdiction efforts using laws relating to cash transaction re-
porting, money laundering, foreign tax havens, and national secu-
rity laws administered by the IRS, U.S Customs Service and other 
entities. The DEA has 3,896 agents nationwide (10% of those are 
assigned overseas), with a presence in 80 countries. The DEA has 
successfully partnered with other countries in pursuing narcotics 
trafficking. It is estimated that annual drug trafficking revenues 
generate roughly $65 billion a year. DEA indicated that with the 
creation of the Department of Homeland Security there has been 
some difficulty between the various agencies involved in coordi-
nating efforts. However, Federal agencies such as Bureau of Immi-
gration and Customs Enforcement (ICE), Internal Revenue Service, 
Drug Enforcement Administration, FBI are continuing to work to-
gether to coordinate efforts and share information. 

g. Annual briefing from the IRS Oversight Board and the Na-
tional Taxpayer Advocate. 

Actions taken: On October 6, 2004, Chairman Houghton and 
Members of the Oversight Subcommittee met with Ray Wagner, 
the Chairman of the IRS Oversight Board and Nina Olson, the Na-
tional Taxpayer Advocate (NTA). The Oversight Board annual re-
port was discussed along with the solutions to the annual tax gap 
(the difference between what taxpayers are supposed to pay and 
what the IRS actually collects). The tax gap is estimated to be $311 
billion. The NTA discussed plans to increase their focus on pro-
tecting taxpayer rights. To that end, the Taxpayer Advocate plans 
to review new IRS policies through the framework of a new Tax-
payer Rights Impact Statement. In addition, the NTA will seek to 
review IRS training programs and seek to broaden public aware-
ness of the mission of the Taxpayer Advocate and its ability to as-
sist taxpayers. 

h. Commemorative Coin Legislation. 
Actions taken: On April 28, 2004, Financial Services Committee 

reported three revenue-raising commemorative coin bills for which 
Ways and Means was granted sequential referral. House Rule XXI, 
clause 5(a) clearly states the exclusive jurisdiction of the Com-
mittee on Ways and Means over any measure carrying a revenue 
or tax. The three commemorative coin bills were John Marshall 
Commemorative Coin Act (P.L. 108–290), the Marine Corps Com-
memorative Coin (P.L. 108–291) and the Jamestown Commemora-
tive Coin Act (P.L. 108–289). 

Each bill contained surcharges, a revenue raising provision, for 
specific programs or projects. In 1996, the Commemorative Coin 
Reform Act (CCRA) (P.L. 104–208) changed the issuance of com-
memorative coins by establishing limitations on the number of 
commemorative coin issues in a given year, not to exceed more 
than two, and established mintage limits. This was done in order 
to keep the numismatic market from becoming saturated. During 
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the Committee on Ways and Means mark-up of the three bills, 
Chairman Thomas introduced an amendment that enforced the 
limitations set forth in the CCRA on the number of commemorative 
coins that can be issued in a given year. 

i. Tax Incentives for Low-Income Individuals and Distressed 
Communities. 

Actions taken: The Subcommittee continued Oversight on the 
Bush Administration’s ‘‘opportunity zones,’’ where businesses re-
ceive tax and regulatory relief for communities that have lost jobs. 
In the 1980s, the enterprise zones were created in an effort to re-
duce inner-city taxes and bureaucracy. In 2000, community re-
newal legislation was enacted as part of an omnibus appropriations 
bill, the Consolidated Appropriations Act of 2001, which authorized 
nine empowerment zones and 40 renewal communities. The Ways 
and Means Committee brought H.R. 4193 to the floor on May, 17, 
2004, which passed under suspension by voice vote. The legislation 
expands existing renewal communities and updates the New Mar-
kets Tax Credit. 

2. ADDITIONAL OVERSIGHT ACTIVITIES OF THE SOCIAL SECURITY 
SUBCOMMITTEE 

In addition to the hearings detailed above, the Subcommittee on 
Social Security held a hearing on May 1, 2003, to examine why two 
provisions-the Government Pension Offset (GPO) and the Windfall 
Elimination Provision (WEP)—that reduce Social Security benefits 
for workers with government pensions from Federal, State, or local 
government jobs not subject to Social Security taxes—were enacted, 
how they affect beneficiaries, and options for their modification or 
repeal. The Subcommittee also examined how modifications to cur-
rent law would affect beneficiaries, the budget, and the solvency of 
the Social Security Trust Funds. The Subcommittee heard testi-
mony from Members of Congress; the SSA; GAO; and organizations 
representing teachers, Federal Government employees, State and 
local employees, and police officers. As a result of this hearing, 
Chairman Shaw, Representative Brady, and Representative Sam 
Johnson of the Subcommittee, as well as Representatives McKeon, 
Berman, and Michaud, introduced H.R. 4391, the ‘‘Public Servant 
Retirement Protection Act,’’ on May 19, 2004, which would repeal 
the WEP and replace it with an individualized benefit calculation. 

The Subcommittee held a hearing on July 20, 2004 on H.R. 4391. 
The Subcommittee heard testimony from the Deputy Commissioner 
for Disability and Income Security Programs of the SSA, as well as 
organizations representing teachers and police officers. The Sub-
committee heard testimony on Social Security provisions affecting 
public employees, including the WEP, how the bill could be admin-
istered by the SSA, and the effect of the bill’s provisions on the So-
cial Security benefits of public employees. 

Appendix I. Jurisdiction of the Committee on Ways and 
Means 

A. U.S. CONSTITUTION 

Article I, Section 7, of the Constitution of the United States pro-
vides as follows: 
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All Bills for raising Revenue shall originate in the House of Rep-
resentatives; but the Senate may propose or concur with Amend-
ments as on other Bills. 

In addition, Article I, Section 8, of the Constitution of the United 
States provides the following: 

The Congress shall have Power To lay and collect Taxes, Duties, 
Imposts and Excises, to pay the Debts and . . . To borrow Money 
on the credit of the United States. 

B. RULE X, CLAUSE 1, RULES OF THE HOUSE OF REPRESENTATIVES 

Rule X, clause 1(s), of the Rules of the House of Representatives, 
in effect during the 108th Congress, provides for the jurisdiction of 
the Committee on Ways and Means, as follows: 

(s) Committee on Ways and Means. 
(1) Customs, collection districts, and ports of entry and 

delivery. 
(2) Reciprocal trade agreements. 
(3) Revenue measures generally. 
(4) Revenue measures relating to insular possessions. 
(5) Bonded debt of the United States, subject to the last 

sentence of clause 4(f). 
Clause 4(f) requires the Committee on Ways and Means to 

include in its annual report to the Committee on the Budget 
a specific recommendation, made after holding public hearings, 
as to the appropriate level of the public debt that should be set 
forth in the concurrent resolution on the budget. 

(6) Deposit of public monies. 
(7) Transportation of dutiable goods. 
(8) Tax exempt foundations and charitable trusts. 
(9) National Social Security (except health care and fa-

cilities programs that are supported from general revenues 
as opposed to payroll deductions and except work incentive 
programs). 

C. BRIEF DESCRIPTION OF COMMITTEE’S JURISDICTION 

The foregoing recitation of the provisions of House Rule X, clause 
1, paragraph(s), does not convey the comprehensive nature of the 
jurisdiction of the Committee on Ways and Means. The following 
summary provides a more complete description: 

(1) Federal revenue measures generally.—The Committee on 
Ways and Means has the responsibility for raising the revenue re-
quired to finance the Federal Government. This includes individual 
and corporate income taxes, excise taxes, estate taxes, gift taxes, 
and other miscellaneous taxes. 

(2) The bonded debt of the United States.—The Committee on 
Ways and Means has jurisdiction over the authority of the Federal 
Government to borrow money. Title 31 of Chapter 31 of the U.S. 
Code authorizes the Secretary of the Treasury to conduct any nec-
essary public borrowing subject to a maximum limit on the amount 
of borrowing outstanding at any one time. This statutory limit on 
the amount of public debt (‘‘the debt ceiling’’) currently is $8.18 tril-
lion. The Committee’s jurisdiction also includes conditions under 
which the U.S. Department of the Treasury manages the Federal 
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debt, such as restrictions on the conditions under which certain 
debt instruments are sold. 

(3) National Social Security programs.—The Committee on Ways 
and Means has jurisdiction over most of the programs authorized 
by the Social Security Act, which includes not only those programs 
that are normally referred to colloquially as ‘‘Social Security’’ but 
also social insurance programs and a whole series of grant-in-aid 
programs to State governments for a variety of purposes. The So-
cial Security Act, as amended, contains 21 titles (a few of which 
have either expired or have been repealed). The principal programs 
established by the Social Security Act and under the jurisdiction of 
the Committee on Ways and Means in the 108th Congress can be 
outlined as follows: 

(a) Old-age, survivors, and disability insurance (Title II)—At 
present, there are approximately 156 million workers in em-
ployment covered by the program, and for calendar year 2003, 
$479 billion in benefits were paid to 47 million individuals. 

(b) Medicare (Title XVIII)—Provides hospital insurance bene-
fits to 34.9 million persons over the age of 65 and to 6.4 million 
disabled persons. Voluntary supplementary medical insurance 
is provided to 33.4 million aged persons and 5.6 million dis-
abled persons. Total program outlays under these programs 
were $281 billion in 2003. 

(c) Supplemental Security Income (SSI) (Title XVI)—The SSI 
program was inaugurated in January 1974 under the provi-
sions of P.L. 92–603, as amended. It replaced the former Fed-
eral-State programs for the needy aged, blind, and disabled. 
On average in calendar year 2003, 6.9 million individuals re-
ceived Federal SSI benefits on a monthly basis. Of these 6.9 
million persons, approximately 1.2 million received benefits on 
the basis of age, and 5.6 million on the basis of blindness or 
disability. Federal expenditures for cash SSI payments in 2003 
totaled $35.6 billion, while State expenditures for federally ad-
ministered SSI supplements totaled $4.9 billion. 

(d) Temporary Assistance for Needy Families (TANF) (part A 
of Title IV)—The TANF program is a block grant of about 
$16.5 billion dollars awarded to States to provide income as-
sistance to poor families, to end dependency on welfare bene-
fits, to prevent nonmarital births, and to encourage marriage, 
among other purposes. TANF also includes incentive funds for 
States that achieve overall program goals and additional incen-
tive funds for States that are successful in reducing non-mar-
ital births. In most cases, Federal TANF benefits for individ-
uals are limited to 5 years and individuals must work to main-
tain their eligibility. In March 2004, about 2 million families 
and 4.8 million individuals received benefits from the TANF 
program. 

(e) Child support enforcement (part D of Title IV)—In fiscal 
year 2003 Federal administrative expenditures totaled $5.2 bil-
lion for the child support enforcement program. Child support 
collections for that year totaled $21.2 billion. 

(f) Child welfare, foster care, and adoption assistance (parts 
B and E of Title IV)—Titles IV B and E provide funds to States 
for child welfare services for abused and neglected children; 
foster care for children who meet Aid to Families with Depend-
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ent Children eligibility criteria; and adoption assistance for 
children with special needs. In fiscal year 2003, Federal ex-
penditures for child welfare services totaled $694 million. Fed-
eral expenditures for foster care and adoption assistance were 
approximately $6.2 billion. 

(g) Unemployment compensation programs (Titles III, IX, 
and XII)—These titles authorize the Federal-State unemploy-
ment compensation program and the permanent extended ben-
efits program. Between July 1, 2003, and June 30, 2004, an es-
timated $36.1 billion was paid in unemployment compensation, 
with approximately 8.6 million workers receiving unemploy-
ment compensation payments. 

(h) Social services (Title XX)—Title XX authorizes the Fed-
eral Government to reimburse the States for money spent to 
provide persons with various services. Generally, the specific 
services provided are determined by each State. In fiscal year 
2004, $1.7 billion was appropriated. These funds are allocated 
on the basis of population. 

(4) Trade and tariff legislation.—The Committee on Ways and 
Means has responsibility over legislation relating to tariffs, import 
trade, and trade negotiations. In the early days of the Republic, 
tariff and customs receipts were major sources of revenue for the 
Federal Government. As the Committee with jurisdiction over rev-
enue-raising measures, the Committee on Ways and Means thus 
evolved as the primary Committee responsible for international 
trade policy. 

The Constitution vests the power to levy tariffs and to regulate 
international commerce specifically in the Congress as one of its 
enumerated powers. Any authority to regulate imports or to nego-
tiate trade agreements must therefore be delegated to the executive 
branch through legislative action. Statutes including the Reciprocal 
Trade Agreements Acts beginning in 1934, Trade Expansion Act of 
1962, Trade Act of 1974, Trade Agreements Act of 1979, Trade and 
Tariff Act of 1984, Omnibus Trade and Competitiveness Act of 
1988, North American Free Trade Agreement (NAFTA) Implemen-
tation Act, Uruguay Round Agreements Act, and Trade Act of 2002 
provide the basis for U.S. bargaining with other countries to 
achieve the mutual reduction of tariff and nontariff trade barriers 
under reciprocal trade agreements. 

The Committee’s jurisdiction includes the following authorities 
and programs: 

(a) The tariff schedules and all tariff preference pro-
grams, such as the General System of Preferences and the 
Caribbean Basin Initiative; 

(b) Laws dealing with unfair trade practices, including 
the antidumping law, countervailing duty law, section 301, 
and section 337; 

(c) Other laws dealing with import trade, including sec-
tion 201 (escape clause), section 232 national security con-
trols, section 22 agricultural restrictions, international 
commodity agreements, textile restrictions under section 
204, and any other restrictions or sanctions affecting im-
ports; 
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(d) General and specific trade negotiating authority, as 
well as implementing authority for trade agreements and 
the grant of normal-trade-relations (NTR) status; 

(e) General and NAFTA-related TAA programs for work-
ers, and TAA for firms; 

(f) Customs administration and enforcement, including 
rules of origin and country-of origin marking, customs clas-
sification, customs valuation, customs user fees, and U.S. 
participation in the World Customs Organization (WCO); 
and 

(g) Authorization of the budget for the ITC, the U.S. 
Customs Service, and the Office of the U.S. Trade Rep-
resentative (USTR). 

D. REVENUE ORIGINATING PREROGATIVE OF THE HOUSE OF 
REPRESENTATIVES 

The Constitutional Convention debated adopting the British 
model in which the House of Lords could not amend revenue legis-
lation sent to it from the House of Commons. Eventually, however, 
the Convention proposed and the States later ratified the Constitu-
tion providing that ‘‘All bills for raising revenue shall originate in 
the House of Representatives, but the Senate may propose or con-
cur with amendments as on other bills.’’ (Article 1, Section 7, 
clause 1.) 

In order to pass constitutional scrutiny under this ‘‘origination 
clause,’’ a tax bill must be passed first by the House of Representa-
tives. After the House has completed action on a bill and approved 
it by a majority vote, the bill is transmitted to the Senate for for-
mal action. The Senate may have already reviewed issues raised by 
the bill before its transmission. For example, the Senate Committee 
on Finance frequently holds hearings on tax legislative proposals 
before the legislation embodying those proposals is transmitted 
from the House of Representatives. On occasion, the Senate will 
consider a revenue bill in the form of a Senate or ‘‘S.’’ bill, and then 
await passage of a revenue ‘‘H.R.’’ bill from the House. The Senate 
then will add or substitute provisions of the ‘‘S.’’ bill as an amend-
ment to the ‘‘H.R.’’ bill and send the ‘‘H.R.’’ bill back to the House 
of Representatives for its concurrence or for conference on the dif-
fering provisions. 

E. THE HOUSE’S EXERCISE OF ITS CONSTITUTIONAL PREROGATIVE: 
‘‘BLUE-SLIPPING’’ 

When a Senate bill or amendment to a House bill infringes on 
the constitutional prerogative of the House to originate revenue 
measures, that infringement may be raised in the House as a mat-
ter of privilege. That privilege has also been asserted on a Senate 
amendment to a House amendment to a Senate bill (see 96th Con-
gress, 1st Session, November 8, 1979, Congressional Record p. 
H10425). 

Note that the House in its sole discretion may determine 
that legislation passed by the Senate infringes on its pre-
rogative to originate revenue legislation. In the absence of 
such determination by the House, the Federal courts are 
occasionally asked to rule a certain revenue measure to be 
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1 In cases where the Chairman of the Committee on Ways and Means did not believe that 
the bill in question violated the Origination Clause or the objection had been dealt with in an-
other manner, resolutions offered by other Members of the House have been tabled. [See adop-
tion of motion by Representative Rostenkowski to table H. Res. 571, 97–2, p. 22127.] 

2 This was an instance where the Chairman of the Committee on Ways and Means raised a 
question of the privilege of the House pursuant to Article I, Section 7, of the U.S. Constitution 
on H.R. 4516, Legislative Branch Appropriations. The motion was laid on the table. 

unconstitutional as not having originated in the House 
(see U.S. v. Munoz-Flores, 495 U.S. 385 (1990). 

Senate bills or amendments to non-revenue bills infringe on the 
House’s prerogative even if they do not raise or reduce revenue. 
Such infringements are referred to as ‘‘revenue affecting.’’ Thus, 
any import ban which could result in lost customs tariffs must 
originate in the House (100th Congress, 1st Session, July 30, 1987 
100th Congress, 2d Session, June 16, 1988, Congressional Record 
p. H4356). 

Offending bills and amendments are returned to the Senate 
through the passage in the House of a House Resolution which 
states that the Senate provision: ‘‘in the opinion of the House, con-
travenes the first clause of the seventh section of the first article 
of the Constitution of the United States and is an infringement of 
the privilege of the House and that such bill be respectfully re-
turned to the Senate with a message communicating this resolu-
tion’’ (e.g., 100th Congress, 1st Session, July 30, 1987, Congres-
sional Record p. H6808). This practice is referred to as ‘‘blue slip-
ping’’ because the resolution returning the offending bill to the Sen-
ate is printed on blue paper. 

In other cases, the Committee of the Whole House has passed a 
similar or identical House bill in lieu of a Senate bill or amend-
ment (e.g., 91st Congress, 2d Congress, May 11, 1970, Congres-
sional Record pp. H14951–14960). The Committee on Ways and 
Means has also reported bills to the House which were approved 
and sent to the Senate in lieu of Senate bills (e.g., 93d Congress, 
1st Session, November 6, 1973, Congressional Record pp. 36006– 
36008). In other cases, the Senate has substituted a House bill or 
delayed action on its own legislation to await a proper revenue af-
fecting bill or amendment from the House (see 95th Congress, 2d 
Session, September 22, 1978, Congressional Record p. H30960; Jan-
uary 22, 1980, Congressional Record p. S107). 

Any Member may offer a resolution seeking to invoke Article I, 
Section 7. However, the determination that a bill violates the Origi-
nation Clause has been traditionally made by Members of the Com-
mittee on Ways and Means, and the resolution has been offered by 
the Chairman or another Member of the Committee on Ways and 
Means. Because Article I, Section 7 involves the privileges of the 
House, a blue-slip resolution offered by the Chairman or other 
Members of the Committee on Ways and Means has been typically 
adopted by voice vote on the House Floor. There have been in-
stances where the House has agreed to not deal directly with the 
issue by tabling a resolution.1,2 
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BLUE SLIP RESOLUTIONS—98TH CONGRESS THROUGH 108TH CONGRESS CHRONOLOGICAL LIST 
[Resolutions passed by the House returning to the Senate bills passed in violation of the origination clause of the United 

States Constitution (Clause 1, Section 7 of Article 1)] 

H. Res., sponsor, and date of House passage Description of Senate action (and related House action, if any) 

107th Congress: 
H. Res. 240, Mr. Thomas, Sep-

tember 20, 2001.
On September 13, 2001, the Senate passed H.R. 2500, ‘‘Making appropriations for 

the U.S. Departments of Commerce, Justice, and State, the Judiciary, and re-
lated agencies for the fiscal year ending September 30, 2002, and for other 
purposes’’ with an amendment. Contained in this legislation was a provision 
banning the importation of diamonds not certified as originating outside con-
flict zones. The proposed change in the import laws constituted a revenue 
measure in the constitutional sense, because it would have had a direct impact 
on customs revenues. 

106th Congress: 
H. Res. 645, Mr. Crane, October 

24, 2000.
On October 17, 2000, the Senate passed S. 1109, the Bear Protection Act of 1999. 

This legislation would have conserved global bear populations by prohibiting the 
importation, exportation, and interstate trade of bear viscera and items, prod-
ucts, or substances containing, or labeled or advertised as containing, bear 
viscera. The proposed change in the import laws constituted a revenue measure 
in the constitutional sense, because it would have had a direct impact on cus-
toms revenues. 

H. Res. 394, Mr. Weller, Novem-
ber 18, 1999.

On November 3, 1999, the Senate passed S. 1232, Federal Erroneous Retirement 
Coverage Corrections Act. This legislation would have provided that no Federal 
retirement plan involved in the corrections under the bill would fail to be treat-
ed as a tax-qualified retirement plan by reason of the correction, and that any 
fund transfers or government contributions resulting from the corrections would 
have no impact on the tax liability of individuals. These changes constituted a 
revenue measure in the constitutional sense because they would have had a di-
rect impact on Federal revenues. 

H. Res. 393, Mr. Weller, Novem-
ber 18, 1999.

On February 24, 1999, the Senate passed S. 4, the Soldiers’, Sailors’, Airmen, and 
Marines’ Bill of Rights Act of 1999. The legislation would have allowed mem-
bers of the Armed Forces to participate in the Federal Thrift Savings Program 
and to avoid the tax consequences that would otherwise have resulted from cer-
tain contributions in excess of the limitations imposed in the Internal Revenue 
Code. This proposed exemption therefore constituted a revenue measure in the 
constitutional sense because it would have had a direct impact on Federal rev-
enues. 

H. Res. 249, Mr. Portman, July 
16, 1999.

On May 20, 1999, the Senate passed S. 254, the Violent and Repeat Juvenile Of-
fender Accountability and Rehabilitation Act of 1999. The legislation would have 
had the effect of banning the import of large capacity ammunition feeding de-
vices. The proposed change in the import laws constituted a revenue measure 
in the constitutional sense, because it would have had a direct impact on cus-
toms revenues. 

105th Congress: 
H. Res. 601, Mr. Crane, October 

15, 1998.
On October 8, 1998, the Senate passed S. 361, the Tiger and Rhinoceros Con-

servation Act of 1998. This legislation would have had the effect of creating a 
new basis and mechanism for applying import restrictions for products intended 
for human consumption or application containing (or labeled as containing) any 
substance derived from tigers or rhinoceroses. The proposed change in the im-
port laws constituted a revenue measure in the constitutional sense, because it 
would have had a direct impact on customs revenues. 

H. Res. 379, Mr. Ensign, March 
5, 1998.

On April 15, 1997, the Senate passed S. 104, the Nuclear Waste Policy Act of 
1997. This legislation would have repealed a revenue provision and replaced it 
with a user fee. The revenue provision in question was a fee of 1 mill per kilo-
watt hour of electricity generated by nuclear power imposed by the Nuclear 
Waste Policy Act of 1982. The proposed user fee in the legislation would have 
been limited to the amount appropriated for nuclear waste disposal. The origi-
nal fee was uncapped, and, in fact, because the fees collected exceeded the 
associated costs, it was being used as revenue to finance the Federal Govern-
ment generally. Its proposed repeal, therefore, constituted a revenue measure in 
the constitutional sense because it would have had a direct impact on Federal 
revenues. 
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BLUE SLIP RESOLUTIONS—98TH CONGRESS THROUGH 108TH CONGRESS CHRONOLOGICAL LIST— 
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[Resolutions passed by the House returning to the Senate bills passed in violation of the origination clause of the United 
States Constitution (Clause 1, Section 7 of Article 1)] 

H. Res., sponsor, and date of House passage Description of Senate action (and related House action, if any) 

104th Congress: 
H. Res. 554, Mr. Crane, Sep-

tember 28, 1996.
On June 30, 1996, the Senate passed H.R. 400, the Anaktuvuk Pass Land Ex-

change and Wilderness Redesignation Act of 1995, with an amendment. Section 
204(a) of the Senate amendment would have overridden existing tax law by ex-
panding the definition of actions not subject to Federal, State, or local taxation 
under the Alaska Native Claims Settlement Act. These changes constituted a 
revenue measure in the constitutional sense because they would have had a di-
rect impact on Federal revenues. 

H. Res. 545, Mr. Archer, Sep-
tember 27, 1996.

On September 25, 1996, the Senate passed S. 1311, the National Physical Fitness 
and Sports Foundation Establishment Act. Section 2 of the bill would have 
waived the application of certain rules governing recognition of tax-exempt sta-
tus for the foundation established under this legislation. This exemption con-
stituted a revenue measure in the constitutional sense because it would have 
had a direct impact on Federal revenues. 

H. Res. 402, Mr. Shaw, April 16, 
1996.

On January 26, 1996, the Senate passed S. 1463, to amend the Trade Act of 1974. 
The bill would have changed the authority and procedure for investigations by 
the ITC for certain domestic agricultural products. Such investigations are a 
predicate necessary for achieving access to desired trade remedies that the 
President may order, such as tariff adjustments, tariff-rate quotas, quantitative 
restrictions, or negotiation of trade agreements to limit imports. By creating a 
new basis and mechanism for import restrictions under authority granted to the 
President, the bill constituted a revenue measure in the constitutional sense be-
cause it would have had a direct impact on customs revenues. 

H. Res. 387, Mr. Crane, March 
21, 1996.

On February 1, 1996, the Senate passed S. 1518, repealing the Tea Importation 
Act of 1897. Under existing law in 1996, it was unlawful to import substandard 
tea, except as provided in the HTS. Changing import restrictions constituted a 
revenue measure in the constitutional sense because it would have had a direct 
impact on customs revenues. 

103d Congress: 
H. Res. 577, Mr. Gibbons, Octo-

ber 7, 1994.
On October 3, 1994, the Senate passed S. 1216, the Crow Boundary Settlement Act 

of 1994. The bill would have overridden existing tax law by exempting certain 
payments and benefits from taxation. These exemptions constituted a revenue 
measure in the constitutional sense because they would have had a direct im-
pact on Federal revenues. 

H. Res. 518, Mr. Gibbons, Au-
gust 12, 1994.

On July 20, 1994, the Senate passed H.R. 4554, the Agriculture and Rural Develop-
ment Appropriation for fiscal year 1995, with amendments. Senate amendment 
83 would have provided authority for the Food and Drug Administration (FDA) to 
collect fees to cover the costs of regulation of products under their jurisdiction. 
However, these fees were not limited to covering the cost of specified regulatory 
activities, and would have been charged to a broad cross-section of the public 
(rather than been limited to those who would have benefited from the regulatory 
activities) to fund the cost of the FDA’s activities generally. These fees con-
stituted a revenue measure in the constitutional sense because they were not 
based on a direct relationship between their level and the cost of the particular 
government activity for which they would have been assessed, and would have 
had a direct impact on Federal revenues. 

H. Res. 487, Mr. Gibbons, July 
21, 1994.

On May 25, 1994, the Senate passed S. 1030, the Veterans Health Programs Im-
provement Act of 1994. A provision in the bill would have exempted from tax-
ation certain payments made on behalf of participants in the Education Debt 
Reduction Program. This provision constituted a revenue measure in the con-
stitutional sense because it would have had a direct impact on Federal reve-
nues. 

H. Res. 486, Mr. Gibbons, July 
21, 1994.

On May 29, 1994, the Senate passed S. 729, to amend the Toxic Substances Con-
trol Act. Title I of the bill included several provisions to prohibit the importation 
of specific categories of products which contained more than specified quan-
tities of lead. By establishing these import restrictions, the bill constituted a 
revenue measure in the constitutional sense because it would have had a direct 
impact on customs revenues. 
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BLUE SLIP RESOLUTIONS—98TH CONGRESS THROUGH 108TH CONGRESS CHRONOLOGICAL LIST— 
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[Resolutions passed by the House returning to the Senate bills passed in violation of the origination clause of the United 
States Constitution (Clause 1, Section 7 of Article 1)] 

H. Res., sponsor, and date of House passage Description of Senate action (and related House action, if any) 

H. Res. 479, Mr. Rangel, July 14, 
1994.

On June 22, 1994, the Senate passed H.R. 4539, the Treasury, Postal Service, and 
General Government Appropriation for fiscal year 1995, with amendments. Sen-
ate amendment 104 would have prohibited the Treasury from using appropria-
tions to enforce the Internal Revenue Code requirement for the use of undyed 
diesel fuel in recreational motorboats. This prohibition, therefore, constituted a 
revenue measure in the constitutional sense because it would have had a direct 
impact on Federal revenues. 

102d Congress: 
H. Res. 373, Mr. Rostenkowski, 

February 25, 1992..
On August 1, 1991, the Senate passed S. 884 amended, the Driftnet Moratorium 

Enforcement Act of 1991; This legislation would require the President to impose 
economic sanctions against countries that fail to eliminate large-scale driftnet 
fishing. Foremost among the sanction provisions are those which impose a ban 
on certain imports into the United States from countries which continue to en-
gage in driftnet fishing on the high seas after a certain date. These changes in 
our tariff laws constitute a revenue measure in the constitutional sense, be-
cause they would have a direct effect on customs revenues. 

H. Res. 267, Mr. Rostenkowski, 
October 31, 1991.

On February 20, 1991, the Senate passed S. 320, to reauthorize the Export Admin-
istration Act of 1979. This legislation contains several provisions which impose, 
or authorize the imposition of, a ban on imports into the United States. Among 
the provisions containing import sanctions are those relating to certain prac-
tices by Iraq, the proliferation and use of chemical and biological weapons, and 
the transfer of missile technology. These changes in our tariff laws constitute a 
revenue measure in the constitutional sense, because they would have a direct 
effect on customs revenues. 

H. Res. 251, Mr. Russo, October 
22, 1991.

On July 11, 1991, the Senate passed S. 1241, the Violent Crime Act of 1991. This 
legislation contains several amendments to the Internal Revenue Code. Section 
812(f) provides that the police corps scholarships established under the bill 
would not be included in gross income for tax purposes. In addition, sections 
1228, 1231, and 1232 each make amendments to the Tax Code with respect to 
violations of certain firearms provisions. Finally, Title VII amends section 922 of 
Title VIII of the U.S. Code, making it illegal to transfer, import or possess as-
sault weapons. These changes in our tariff and tax laws constitute revenue 
measures in the constitutional sense, because they would have an immediate 
impact on revenues anticipated by U.S. Customs and the Internal Revenue Serv-
ices. 

101st Congress: 
H. Res. 287, Mr. Cardin, Nov. 9, 

1989.
On August 4, 1989, the Senate passed S. 686, the Oil Pollution Liability and Com-

pensation Act of 1989. This legislation contained a provision which would have 
allowed a credit against the oil spill liability tax for amounts transferred from 
the Trans-Alaska Pipeline Trust Fund to the Oil Spill Liability Trust Fund. 

H. Res. 177, Mr. Rostenkowski, 
June 15, 1989.

On Apr. 19, 1989, the Senate passed S. 774, the Financial Institution Reform, Re-
covery and Enforcement Act of 1989. This legislation would create two corpora-
tions to administer the financial assistance under the bill: the Resolution Trust 
Corporation and the Resolution Financing Corporation. S. 774 would have con-
ferred tax-exempt status to these two corporations. Without these two tax provi-
sions, these two corporations would be taxable entities under the Federal in-
come tax. 

100th Congress: 
H. Res. 235, Mr. Rostenkowski, 

July 30, 1987.
On Mar. 30, 1987, the Senate passed S. 829, legislation which would authorize 

appropriations for the ITC, the U.S. Customs Service, and the Office of the U.S. 
Trade Representative for fiscal year 1988, and for other purposes. In addition, 
the bill contained a provision relating to imports from the Soviet Union which 
amends provisions of the Tariff Act of 1930. 

H. Res. 474, Mr. Rostenkowski, 
June 16, 1988 (see also H.R. 
3391).

On 0ct. 6, 1987, the Senate passed S. 1748, legislation which would prohibit the 
importation into the United States of all products from Iran. (The House passed 
H.R. 3391, which included similar provisions, on 0ct. 6, 1987.) 
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H. Res., sponsor, and date of House passage Description of Senate action (and related House action, if any) 

H. Res. 479, Mr. Rostenkowski, 
June 21, 1988 (see also H.R. 
2792 and H.R. 4333).

On May 13, 1987, the Senate passed S. 727, legislation which would clarify Indian 
treaties and Executive orders with respect to fishing rights. This legislation 
dealt with the tax treatment of income derived from the exercise of Indian trea-
ty fishing rights. (The House passed H.R. 2792, which included similar provi-
sions, on June 20, 1988, under suspension of the rules and was enacted into 
law as part of P.L. 100–647, H.R. 4333.) 

H. Res. 544, Mr. Rostenkowski, 
Sept. 23, 1988 (see also H.R. 
1154).

On Sept. 9, 1988, the Senate passed S. 2662, the Textile and Apparel Trade Act of 
1988. This legislation would impose global import quotas on textiles and foot-
wear products. 

H. Res. 552, Mr. Rostenkowski, 
Sept. 28, 1988.

On Sept. 9, 1988, the Senate passed S. 2763, the Genocide Act of 1988. This leg-
islation contained a ban on the importation of all oil and oil products from Iraq. 

H. Res. 603, Mr. Rostenkowski, 
Oct. 21, 1988.

On Mar. 30, 1988, the Senate passed S. 2097, the Uranium Mill Tailings Remedial 
Action Amendments of 1987. This legislation would establish a Federal fund to 
assist in the financing of reclamation and other remedial action at currently ac-
tive uranium and thorium processing sites and would increase the demand for 
domestic uranium. The fund would be financed in part by what are called 
‘‘mandatory fees’’ which are equal to $22 per kilogram for uranium contained 
in fuel assemblies initially loaded into civilian nuclear power reactors during 
calendar years 1989–1993. In addition, S. 2097 would impose charges on do-
mestic utilities that use foreign-source uranium in new fuel assemblies loaded 
in their nuclear reactors. 

H. Res. 604, Mr. Rostenkowski, 
Oct. 21, 1988.

On Aug. 8, 1988, the Senate passed H.R. 1315, legislation which would authorize 
appropriations for the Nuclear Regulatory Commission for fiscal years 1988 and 
1989. Title IV of the legislation would, among other things, establish a Federal 
fund to assist in the financing of reclamation and other remedial action at cur-
rently active uranium and thorium processing sites and would assist the do-
mestic uranium industry by increasing the demand for domestic uranium. The 
fund would be financed in part by what are called ‘‘mandatory fees’’ equal to 
$72 per kilogram of uranium contained in fuel assemblies initially loaded into 
civilian nuclear power reactors on or after Jan. 1, 1988. These fees would be 
paid by licensees of civilian nuclear power reactors and would be in place until 
$1 billion had been raised. 

99th Congress: 
H. Res. 283, Mr. Rostenkowski, 

Oct. 1, 1985.
On Sept. 26, 1985, the Senate passed S. 1712, legislation which would extend the 

16-cents-per-pack cigarette excise tax rate for 45 days, through Nov. 14, 1985. 
(The House passed H.R. 3452, which included a similar extension, on Sept. 30, 
1985.) 

H. Res. 562, Mr. Rostenkowski, 
Sept. 25, 1986.

The Senate passed S. 638, legislation to provide for the sale of Conrail to the Nor-
folk Southern Railroad. The legislation contained numerous provisions relating to 
the tax treatment of the sale of Conrail. 

98th Congress: 
H. Res. 195, Mr. Rostenkowski, 

June 17, 1983.
On Apr. 21, 1983, the Senate passed S. 144, a bill to insure the continued expan-

sion of international market opportunities in trade, trade in services and invest-
ment for the United States, and for other purposes. 

F. PREROGATIVE UNDER THE RULES OF THE HOUSE OVER ‘‘REVENUE 
MEASURES GENERALLY’’ 

In the House of Representatives, tax legislation is initiated by 
the Committee on Ways and Means. The Committee’s exclusive 
prerogative to report ‘‘revenue measures generally’’ is provided by 
Rule X(1)(s) of the Rules of the House of Representatives. The ju-
risdiction of the Committee on Ways and Means under Rule X(1)(s) 
is protected through the exercise of Rule XXI(5)(a) which states: 

A bill or joint resolution carrying a tax or tariff measure 
may not be reported by a committee not having jurisdic-
tion to report tax or tariff measures, and an amendment 
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in the House or proposed by the Senate carrying a tax or 
tariff measure shall not be in order during the consider-
ation of a bill or joint resolution reported by a committee 
not having that jurisdiction. A point of order against a tax 
or tariff measure in such a bill, joint resolution, or amend-
ment thereto may be raised at any time during pendency 
of that measure for amendment. 

Based on the precedents of the House, especially those involving 
Rule XXI(5)(a), the following statements can be made concerning 
points of order made under the rule. 

1. Timeliness.—The point of order can be raised at any point dur-
ing consideration of the bill. However, that section of the bill in 
which the ‘‘tax or tariff’’ provision lies must either have been pre-
viously read or currently open for amendment. A point of order 
may not be raised after the Committee of the Whole has risen and 
reported the bill to the House. A point of order against an amend-
ment must be made prior to its adoption. 

2. Effect.—If a point of order is sustained, the effect is that the 
provision in the bill or amendment is automatically deleted. 

3. Substance over form.—A provision need not involve an amend-
ment to the Internal Revenue Code or the Harmonized Tariff 
Schedule in order to be determined to be a ‘‘tax or tariff’’ provision. 

4. Revenue decreases and increases.—A provision need not raise 
revenue in order to be found to be a ‘‘tax or tariff measure.’’ Provi-
sions which would have the effect of decreasing revenues are also 
covered by the rule. Similarly, provisions which could have a rev-
enue effect have been determined to be covered by the rule. 

The following is a detailed listing of each of the occasions on 
which points of order have been sustained: 

G. POINTS OF ORDER—HOUSE RULE XXI CHRONOLOGICAL LIST 

September 14, 2004 

H.R. 5025, Transportation, Treasury, and Independent Agen-
cies Appropriations Act, 2005 

A point of order was raised against section 644 of the bill, which 
would have amended section 6402 of the Internal Revenue Code of 
1986 by adding a new subsection that allows for the offset of fed-
eral tax refunds to collect delinquent state unemployment com-
pensation overpayments. The chair ruled that the provision was in 
violation of Rule XXI, clause 2. The point of order was sustained, 
and the provision was stricken from the bill. [108–2, H7176] 

September 14, 2004 

H.R. 5025, Transportation, Treasury, and Independent Agen-
cies Appropriations Act, 2005 

A point of order was raised against section 643 of the bill, which 
would have amended section 453(j) of the Social Security Act to 
allow access to data in the National Directory of New Hires for use 
in collecting delinquent non-tax federal debt. The chair ruled that 
the provision was in violation of Rule XXI, clause 2. The point of 
order was sustained, and the provision was stricken from the bill. 
[108–2, H7176] 
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September 14, 2004 

H.R. 5025, Transportation, Treasury, and Independent Agen-
cies Appropriations Act, 2005 

A point of order was raised against section 642 of the bill, which 
would have amended Title 31 of the U.S. Code to allow the Federal 
Government to collect debts that are more than 10 years old by 
withholding federal tax refunds or garnishing Social Security bene-
fits. The chair ruled that the provision was in violation of Rule 
XXI, clause 2. The point of order was sustained, and the provision 
was stricken from the bill. [108–2, H7176] 

September 9, 2004 

H.R. 5006, Departments of Labor, Health and Human Serv-
ices, and Education, and Related Agencies Appropria-
tions Act, 2005 

A point of order was raised against an amendment offered by 
Representative Brown (OH), which would have stopped the in-
crease of Part B Medicare premiums, effectively leaving them at 
their current dollar amount. The chair ruled that the provision 
would provide new budget authority in excess of the suballocation 
provided by the Appropriations Committee, and therefore violated 
section 302(f) of the Congressional Budget Act of 1974. The point 
of order was sustained, and the amendment was not in order. [108– 
2, H6945] 

September 8, 2004 

H.R. 5006, Departments of Labor, Health and Human Serv-
ices, and Education, and Related Agencies Appropria-
tions Act, 2005 

A point of order was raised against section 219(b) of the bill, 
which created a Medicare claims processing fee for duplicative or 
incorrect claims for Medicare Part A or B services. The chair ruled 
that the provision was in violation of Rule XXI. The point of order 
was conceded, sustained, and the provision was stricken from the 
bill. [108–2, H6836] 

June 18, 2004 

H.R. 4567, Department of Homeland Security Appropriations 
Act, 2005 

A point of order was raised against an amendment offered by 
Representative Sherman, which would have limited the funds 
made available in this Act for processing the importation of any ar-
ticle which is the product of Iran. The chair ruled that the provi-
sion was in violation of clause 5(a) of Rule XXI. The point of order 
was sustained, and the amendment was not in order. [108–2, p. 
H4551] 
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July 10, 2003 

H.R. 2660, Departments of Labor, Health and Human Serv-
ices, and Education, and Related Agencies Appropria-
tions Act, 2004 

A point of order was raised against section 217(B) of the bill, 
which created a Medicare Claims Processing fee. An October 1, 
2003, requirement assured a policy for providers to submit all 
Medicare claims electronically. Since most electronic billing sys-
tems eliminate inaccurate and duplicate claims, and because cur-
rent law provided the proper small business exemption, the user 
fee was unnecessary. The chair ruled that the provision was in vio-
lation of Rule XXI, clause 2(b). The point of order was conceded, 
sustained, and the provision was stricken from the bill. [108–1, p. 
H6560] 

July 10, 2003 

H.R. 2660 Departments of Labor, Health and Human Serv-
ices, and Education, and Related Agencies Appropria-
tions Act, 2004 

A point of order was raised against an amendment offered by 
Representative Obey, which would have provided a 1-percentage 
add-on to the Federal assistance to every State for their Medicaid 
programs. This would have been paid for through a reduction in 
the size of the tax cut for persons who make more than $1 million 
a year. The chair ruled that the amendment constituted legislation 
in violation of Rule XXI, clause 2(c), and in addition, constituted a 
tax measure in violation of Rule XXI, clause 5(a). The point of 
order was conceded and sustained. [108–1, p. H6547] 

July 23, 2003 

H.R. 2799, Departments of Commerce, Justice, and State, the 
Judiciary, and Related Agencies Appropriations, Act 
2004 

A point of order was raised against an amendment offered by 
Representative Levin, which would forbid expenditure of funds that 
would be used to negotiate free trade agreements that did not con-
tain certain listed provisions, which imposed new duties that were 
not required by law and made the appropriations contingent upon 
the performance of said duties and on successful trade negotiations 
with other countries. The chair ruled that the provision was in vio-
lation of Rule XXI, clause 2. The point of order was sustained. 
[108–1, p. H7337–7339] 

September 4, 2003 

H.R. 2989, Transportation, Treasury, and Independent Agen-
cies Appropriations Act, 2004 

A point of order was raised against portions of section 631 of the 
bill, which would have amended the Trade Agreements Act of 1979. 
The provision exempted limitations on procurement. The chair 
ruled that the provision was in violation of Rule XXI, clause 2(b). 
The point of order was conceded, sustained and the language was 
stricken from the bill. [108–1, p. H7913] 
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September 4, 2003 

H.R. 2989, Transportation, Treasury, and Independent Agen-
cies Appropriations Act, 2004 

A point of order was raised against the contents of Section 164 
of the bill, which amended the Buy America requirements for tran-
sit capital purchases of steel, iron, manufactured goods, and rolling 
stock. The chair ruled that these provisions were in violation of 
Rule XXI. The point of order was conceded, sustained, and the sec-
tion was stricken from the bill. [108–1, p. H7912–7913] 

September 8, 1999 

H.R. 2684, U.S. Departments of Veterans Affairs and Hous-
ing and Urban Development Appropriations for 2000 

A point of order was raised against an amendment offered by 
Representative Edwards, which would have offset an increase in 
funding for veterans’ health care by postponing the implementation 
of a capital gains tax cut. The chair ruled that the amendment con-
stituted legislation in violation of Rule XXI, clause 2(c), and, in ad-
dition, constituted a tax measure in violation of Rule XXI, clause 
5(a). The point of order was sustained, and the amendment ruled 
not in order. [106–1, p. H7923] 

September 3, 1997 

H.R. 2159, Foreign Operations Appropriations for Fiscal Year 
1998 

A point of order was raised against section 539 of the bill, which 
would have restricted the President’s ability to issue an executive 
order lifting import sanctions against Yugoslavia (Serbia). The 
Chair ruled that since current law allowed the President to waive 
the application of certain sanctions, including import prohibitions 
which affect tariff collections, the provision in question was a tariff 
measure within the meaning of Rule XXI, clause 5(b). The point of 
order was sustained, and the provision stricken from the bill. [105– 
1, p. H 6731] 

July 17, 1996 

H.R. 3756, Treasury, Postal Service, and General Govern-
ment Appropriations Act of 1997 

A point of order was raised against an amendment which prohib-
ited the use of funds by the United States Customs Service to take 
any action that allowed certain imports into the United States from 
the People’s Republic of China. The point of order was sustained. 
[104–2, p. H 7708] 

May 9, 1995 

H.R. 1361, Coast Guard Authorization 
A point of order was raised against an amendment which in-

creased certain fees for large foreign-flag cruise ships. The Chair 
ruled that by increasing the fees charged by the Coast Guard for 
inspecting large foreign-flag cruise ships by an unspecified amount 
in order to offset a decrease in fees for other vessels, the amend-
ment attenuated the relationship between the amount of the fee 
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and the cost of the particular government activity for which it was 
assessed. Therefore the increased fee qualified as a tax or tariff 
within the meaning of Rule XXI, clause 5(b). The point of order was 
sustained, and the amendment ruled out of order. [104–1, p. H 
4593] 

June 15, 1994 

H.R. 4539, Treasury, Postal Service, and General Govern-
ment Appropriation for Fiscal Year 1995 

A point of order was raised against section 527 of the bill, which 
would have amended the HTS to create a new tariff classification. 
The new classification would have changed the rate of duty on the 
import of certain fabrics intended for use in the manufacture of hot 
air balloons, thus having direct impact on customs revenues. The 
point of order was conceded and sustained, and the provision was 
stricken from the bill. [103–2, p. H4531] 

September 16, 1992 

H.R. 5231, The National Competitiveness Act of 1992 
A point of order was raised against an amendment offered by 

Representative Walker. The bill was reported solely from the Com-
mittee on Science and Technology and amended the Internal Rev-
enue Code to provide, inter alia, changes in the tax treatment of 
capital gains. 

The Chair sustained the point of order without elaboration. 
[H102–1, p. H8621] 

October 23, 1990 

H.R. 5021, Department of Commerce, Justice and State, the 
Judiciary and Related Agencies Appropriations Act, 1991 

A point of order was raised against amendment 139 which in-
creased the rate of fees paid to the Securities and Exchange Com-
mission at the time of filing a registration statement. The Chair 
ruled that since the amendment provided that the increased level 
of fees would be deposited in the Treasury, the fee involved was in 
reality a tax and the revenues were to be used to defray general 
governmental costs. The point of order was conceded and sustained. 
[101–2, p. H 11412] 

July 13, 1990 

H.R. 5241, Treasury, Postal Service and General Government 
Appropriations Act of 1991 

A point of order was raised against section 528 which prohibited 
that ‘‘no funds appropriated’’ would be used to impose or assess any 
tax under section 4181 of the Internal Revenue Code relating to the 
excise tax on the manufacture of firearms. The point of order was 
conceded and sustained. [101–2, p. H 4692] 
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July 13, 1990 

H.R. 5241, Treasury, Postal Service and General Government 
Appropriations Act of 1991 

A point of order was raised against section 524 which prohibited 
the Internal Revenue Service from enforcing rules governing the 
antidiscrimination rules of the exclusion for employer provided 
health-care plans (section 89 of the Internal Revenue Code). The 
point of order was conceded and sustained. [101–2, p. H 4692] 

October 5, 1989 

H.R. 3299, Omnibus Budget Reconciliation Act of 1989 
A point of order was raised against section 3201 which imposed 

fees on the filing of certain forms required to be filed annually in 
connection with maintaining pension and benefit plans. The point 
of order was sustained with the Chair ruling that the revenue 
raised funded ‘‘general government activity.’’ [101–1, p. H 6662] 

October 4, 1989 

H.R. 3299, Omnibus Budget Reconciliation Act of 1989 
A point of order was raised against section 3156 which imposed 

a ‘‘Termination Fee.’’ Under the provision of the bill, an employer 
who terminated a pension plan in a standard termination was re-
quired to pay a $200-per-participant fee to the Pension Benefit 
Guaranty Corporation (PBGC), the Federal insurance agency estab-
lished to insure defined benefit pension plans against insolvency. 
The point of order was conceded and sustained. [101–1, p. H 6621] 

October 4, 1989 

H.R. 3299, Omnibus Budget Reconciliation Act of 1989 
A point of order was raised against section 3131(b) which ex-

empted multi-employer pension plans from the full funding limits 
of the Internal Revenue Code, section 412(c)(7). This provision di-
rectly amended the Internal Revenue Code to allow the deduct-
ibility of contributions to a multi-employer pension plan in excess 
of the full funding limit. The point of order was conceded and sus-
tained. [101–1, p. H 6622] 

October 4, 1989 

H.R. 3299, Omnibus Budget Reconciliation Act of 1989 
A point of order was raised against section 7002 which imposed 

an annual fee of $1 per acre on the holder of Outer Continental 
Shelf leases. This fee has been designated to offset the costs of 
ocean related environmental research, assessment, and protection 
programs. The point of order was sustained with the Chair stating 
that ‘‘a provision raising revenue to finance general government 
functions improperly characterized as a tax within the jurisdiction 
of Clause 5(b) of Rule XXI.’’ [101–1, p. H 6610] 
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October 4, 1989 

H.R. 3299, Omnibus Budget Reconciliation Act of 1989 
A point of order was raised against section 7002 which imposed 

a fee of $20 per passenger on vessels engaged in U.S. cruise trade 
or which offer off-shore gambling. The proceeds of this fee were to 
be deposited in both the Harbor Maintenance Trust Fund and the 
Treasury’s general fund. The point of order was conceded and sus-
tained. [101–1, p. H 6620] 

September 30, 1988 

H.R. 4637, Conference Agreement to accompany the Foreign 
Operations, Export Financing and Related Programs Ap-
propriations Act of 1989 

A point of order was raised against the motion to concur in the 
Senate amendment No. 176 which provided that S. 2848 (Sanctions 
Against Iraqi Chemical Weapons Use Act), be added to the bill. The 
point of order was conceded and sustained. [100–2, p. H 9236] 

June 25, 1987 

H.R. 3545, Budget Reconciliation Act of 1987 
A point of order was raised against the section of the bill pro-

viding that ‘‘all earnings and distributions’’ from the Enjebi Com-
munity Trust Fund, ‘‘shall not be subject to any form of Federal, 
State, or local taxation.’’ The point of order was conceded and sus-
tained. [100–1, p. H 5539–40] 

August 1, 1986 

H.R. 5294, Appropriations, Treasury, Postal Service and Gen-
eral Government Appropriations, 1987 

A point of order was raised against section 103 which denied 
funds to the Internal Revenue Service to impose vesting require-
ments for qualified pension funds more stringent than 4/40. As a 
result, legally collectible taxes on employer contributions to such 
plans would be indefinitely deferred. The point of order was con-
ceded and sustained. [99–2, p. H 5311] 

August 1, 1986 

H.R. 5294, Appropriations, Treasury, Postal Service and Gen-
eral Government Appropriations, 1987 

A point of order was raised against section 3 which prohibited 
the use of funds to implement regulations issued by the Depart-
ment of the Treasury to implement section 274(d) of the Internal 
Revenue Code relating to the duty imposed on taxpayers to sub-
stantiate deductibility of certain expenses relating to travel, gifts, 
and entertainment. 

The Chair sustained the point of order stating that a limitation 
otherwise in order under Clause 2(c), of House Rule XXI which ‘‘ef-
fectively and inherently either preclude[s] the IRS from collecting 
revenues otherwise due to be [owed] under provision of the Internal 
Revenue Code or require[s] the collection of revenue not legally due 
and owing constitutes a tax provision within the meaning of Rule 
XXI, Clause 5(b).’’ 
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The Chair also noted that when the point of order was raised 
that under the rule the point of order against the provision could 
be raised at any point during the consideration of the bill. [99–2, 
p. H 5310] 

October 24, 1986 

H.R. 3500, Budget Reconciliation Act of 1985 
A point of order was raised against section 3113. The provision 

in the reconciliation bill reported from the Budget Committee con-
tained a recommendation from the Committee on Education and 
Labor to exclude certain interest on obligations to Student Loan 
Marketing Association from Application of Internal Revenue Code 
(IRC), section 265 which denies a deduction for certain expenses 
and interest relating to the production of tax-exempt income. The 
point of order was sustained. [99–1, p. H 5310] 

October 24, 1985 

H.R. 3500, Budget Reconciliation Act of 1985 
A point of order was raised against section 6701 which had been 

reported from the Committee on the Budget containing a rec-
ommendation of the Committee on Merchant Marine and Fisheries. 
Section 6701 expanded tax benefits available to ship owners 
through the ‘‘capital construction fund’’ (section 7518 of the Inter-
nal Revenue Code), by permitting repatriation of foreign-source in-
come to avoid U.S. taxes and expanding the definition of vessels el-
igible to establish such tax-exempt funds. [99–1, p. H 9189] 

July 26, 1985 

H.R. 3036, Appropriations, Treasury, Postal Service, and 
General Government Appropriation, 1986 

A point of order was raised against section 106 which prohibited 
the use of funds to implement or enforce regulations imposing or 
collecting a tax on the interest deferral from entrance or accommo-
dation fees paid by elderly residents of continuing care facilities 
(section 7872 of the Internal Revenue Code). The Chair sustained 
the point of order against the provision as a tax provision within 
the meaning of House Rule XXI, Clause 5(b). [99–1, p. H 6418] 

July 11, 1985 

H.R. 1555, International Security and Development Act of 
1985 

A point of order was raised against section 1208 which denied 
trade benefits to Afghanistan, provided for the denial of most fa-
vored nation status to Afghanistan and denied trade credits to Af-
ghanistan. The point of order was conceded and sustained. [99–1, 
p. H 5489] 

June 4, 1985 

H.R. 1460, Anti-Apartheid Act of 1985 
A point of order was raised against an amendment to prohibit 

the entry of South African Krugerrands or gold coins into the cus-
toms territory of the United States unless uniform 5 percent fee 
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were paid. The point of order was sustained on the grounds that 
the fee was equivalent to a tariff uniform charge imposed at ports 
of entry with proceeds deposited in the Treasury. [99–1, p. H 3762] 

September 12, 1984 

H.R. 5798, conference report to accompany the Appropria-
tions, Treasury, Postal Service, Executive Office of the 
President and certain independent agencies Appropria-
tion, 1985 

A point of order was raised against a Senate amendment, No. 92 
which amended the existing customs law under the Tariff Act of 
1930 with respect to seizures and forfeitures of property by the 
Customs Service. The point of order was conceded and sustained. 
[98–2, p. H 9407] 

September 12, 1984 

H.R. 5798, conference report to accompany the Appropria-
tions, Treasury, Postal Service, Executive Office of the 
President and certain independent agencies Appropria-
tion, 1985 

A point of order was raised against a Senate amendment, No. 26 
which amended the tariff schedule of the United States (TSUS) to 
provide duty-free importation of a telescope for the University of 
Arizona. The point of order was conceded and sustained. [98–2, p. 
H 9396] 

September 12, 1984 

H.R. 5798, conference report to accompany the Appropria-
tions, Treasury, Postal Service, Executive Office of the 
President and certain independent agencies Appropria-
tion, 1985 

A point of order was raised against a Senate amendment, No. 24 
which provided that ‘‘none of the funds appropriated by this act or 
any other act’’ shall be used to impose of assess the manufacturer’s 
excise tax on sporting goods. The point of order specifically stated 
that the term ‘‘tax’’ and ‘‘tariff’’ under House Rule XXI, Clause 5(b), 
included provisions such as these contained in the amendment 
which would result less revenue spent than under the operation of 
existing law. The point of order was conceded and sustained. [98– 
2, p. H 9395–9396] 

October 27, 1983 

H.R. 4139, conference report to accompany the Appropriations 
Treasury, Postal Service, Executive Office of the President 
and certain independent agencies Appropriation, 1984 

The Chair sustained a point of order against section 511 which 
would have prohibited the Customs Service from enforcing a provi-
sion of law permitting agricultural products to enter the United 
States duty-free under the CBI. The Chair ruled that the effect of 
the provision was to cause duties on certain imports to be imposed 
where none is required and to require collections of revenue con-
trary to existing tariff laws and that, as a result, section 511 was 
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a tariff provision rather than a limitation of appropriated funds. 
[98–1, p. H 8717] 

September 21, 1983 

H.R. 1036, Community Renewal Employment Act 
The Chair sustained a point of order against a motion to recom-

mit a bill to a committee without jurisdiction over revenue meas-
ures (the Committee on Education and Labor), and to report the 
bill back to the House with tax provisions relating to ‘‘enterprise 
zones.’’ The motion was ruled to violate House Rule XVI, Clause 7, 
and House Rule XXI Clause 5(b). [98–1, p. H 7244] 

H. RESTRICTIONS ON ‘‘FEDERAL INCOME TAX RATE INCREASES’’ 

House Rule XXI, clause 5(b) and (c) prohibit retroactive Federal 
income tax rate increases and require a supermajority [3/5] vote for 
any bill containing a prospective Federal income tax rate increase. 
The wording of the rule and its legislative history make it clear 
that the rule applies only to increases in specific statutory rates in 
the Internal Revenue Code and not to provisions merely because 
they raise revenue or otherwise modify the income tax base. 

Appendix II. Historical Note 

The Committee on Ways and Means was first established as an 
ad hoc committee in the first session of the First Congress, on July 
24, 1789. Representative Fitzsimons, from Pennsylvania, in com-
menting on the report of a select committee concerning appropria-
tions and revenues, pointed out the desirability of having a com-
mittee to review the expenditure needs of the Government and the 
resources available, as follows: 

The finances of America have frequently been mentioned in this 
House as being very inadequate to the demands. I have never been 
of a different opinion, and do believe that the funds of this country, 
if properly drawn into operation, will be equal to every claim. The 
estimate of supplies necessary for the current year appears very 
great from a report on your table, and which report has found its 
way into the public newspapers. I said, on a former occasion, and 
I repeat it now, notwithstanding what is set forth in the estimate, 
that a revenue of $3 million in specie, will enable us to provide 
every supply necessary to support the Government, and pay the in-
terest and installments on the foreign and domestic debt. If we 
wish to have more particular information on these points, we ought 
to appoint a Committee on Ways and Means, to whom, among 
other things, the estimate of supplies may be referred, and this 
ought to be done speedily, if we mean to do it this session. 

After discussion, the motion was agreed to and a committee con-
sisting of one Member from each State (North Carolina and Rhode 
Island had not yet ratified the Constitution) was appointed as fol-
lows: Messrs. Fitzsimons (Pennsylvania), Vining (Delaware), Liver-
more (New Hampshire), Cadwalader (New Jersey), Laurance (New 
York), Wadsworth (Connecticut), Jackson (Georgia), Gerry (Massa-
chusetts), Smith (Maryland), Smith (South Carolina), and Madison 
(Virginia). 

While there does not appear to be any direct relationship, it is 
interesting to note that the appointment of this ad hoc committee 
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came within a few weeks after the House, in Committee of the 
Whole, had spent a good part of the months of April, May, and 
June in wrestling with the details involved in writing bills ‘‘for lay-
ing a duty on goods, wares, and merchandises imported into the 
United States’’ and for imposing duties on tonnage. Tariffs, of 
course, became a prime revenue source for the new government. 

However, the results of this ad hoc committee are not clear. It 
existed for a period of only 8 weeks, being dissolved on September 
17, 1789, with the following order: 

That the Committee on Ways and Means be discharged from fur-
ther proceeding on the business referred to them, and that it be re-
ferred to the Secretary of the Treasury to report thereon. 

It has also been suggested by one student that the Committee 
was dissolved because Alexander Hamilton had become Secretary 
of the newly created U.S. Department of the Treasury, and thus it 
was presumed that the U.S. Department of the Treasury could pro-
vide the necessary machinery for developing information which 
would be needed. During the next 6 years there was no Committee 
on Ways and Means or any other standing committee for the exam-
ination of estimates. Rather, ad hoc committees were appointed to 
draw up particular pieces of legislation on the basis of decisions 
made in the Committee of the Whole House. On November 13, 
1794, a rule was adopted providing that: 

All proceedings touching appropriations of money shall 
be first moved and discussed in a Committee on the Whole 
House. 

In the next Congress historians have suggested that the House 
was determined to curtail Secretary Hamilton’s influence by first 
setting up a Committee on Ways and Means and requiring that 
Committee to submit a report on appropriations and revenue meas-
ures before consideration in the Committee of the Whole House. It 
was also said that this Committee on Ways and Means was put on 
a more or less standing basis since such a committee appeared at 
some point in every Congress until it was made a permanent com-
mittee. 

In the first session of the 7th Congress, Tuesday, December 8, 
1801, a resolution was adopted as follows: 

Resolved, That a standing Committee on Ways and 
Means be appointed, whose duty it shall be to take into 
consideration all such reports of the Treasury Department, 
and all such propositions, relative to the revenue as may 
be referred to them by the House; to inquire into the state 
of the public debt, of the revenue, and of the expenditures; 
and to report, from time to time, their opinion thereon. 

The following Members were appointed: Messrs. Randolph (Vir-
ginia), Griswold (Connecticut), Smith (Vermont), Bayard (Dela-
ware), Smilie (Pennsylvania), Read (Massachusetts), Nicholson 
(Maryland), Van Rensselaer (New York), Dickson (Tennessee). 

On Thursday, January 7, 1802, the House agreed to standing 
rules which, among other things, provided for standing committees, 
including the Committee on Ways and Means. The relevant part of 
the rules in this respect read as follows: 
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A Committee on Ways and Means, to consist of seven Members; 

* * * * * 
It shall be the duty of the said Committee on Ways and Means 

to take into consideration all such reports of the U.S. Department 
of the Treasury, and all such propositions relative to the revenue, 
as may be referred to them by the House; to inquire into the state 
of the public debt, of the revenue, and of the expenditures, and to 
report, from time to time, their opinion thereon; to examine into 
the state of the several public departments, and particularly into 
the laws making appropriations of moneys, and to report whether 
the moneys have been disbursed conformably with such laws; and 
also to report, from time to time, such provisions and arrange-
ments, as may be necessary to add to the economy of the depart-
ments, and the accountability of their officers. 

It has been said that the jurisdiction of the Committee was so 
broad in the early 19th century that one historian described it as 
follows: 

It seemed like an Atlas bearing upon its shoulders all 
the business of the House. 

The jurisdiction of the Committee remained essentially the same 
until 1865 when the control over appropriations was transferred to 
a newly created Committee on Appropriations and another part of 
its jurisdiction was given to a newly created Committee on Banking 
and Currency. This action followed rather extended discussion in 
the House, too lengthy to review here. 

During the course of that discussion, however, the following ob-
servations are of some historical interest. Representative Cox, who 
was handling the motion to divide the Committee, gave a very pic-
turesque discussion of the many varied and heavy duties which 
had fallen on the Committee over the years. He observed: 

And yet, sir, powerful as the Committee is constituted, 
even their powers of endurance, physical and mental, are 
not adequate to the great duty which has been imposed by 
the emergencies of this historic time. It is an old adage, 
that ‘‘whoso wanteth rest will also want of might’’; and 
even an Olympian would faint and flag if the burden of 
Atlas is not relieved by the broad shoulders of Hercules. 

He continued: 
I might give here a detailed statement of the amount of 

business thrown upon that Committee since the com-
mencement of the war. But I prefer to append it to my re-
marks. Whereas before the war we scarcely expended more 
than $70 million a year, now, during the five sessions of 
the last two Congresses, there has been an average appro-
priation of at least $800 million per session. The statement 
which I hold in my hand shows that during the first and 
extra session of the 37th Congress there came appropria-
tion bills from the Committee on Ways and Means 
amounting to $226,691,457.99. I say nothing now of the 
loan and other fiscal bills emanating from that Committee. 
* * * During the present session I suppose it would be a 
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fair estimate to take the appropriations of the last session 
of the 37th Congress, say $900 million. 

These are appropriation bills alone. They are stupen-
dous, and but poorly symbolize the immense labors which 
the internal revenue, tariff, and loan bills imposed on the 
Committee. * * * And this business of appropriations is 
perhaps not one-half of the labor of the Committee. There 
are various and important matters upon which they act, 
but upon which they never report. Their duties com-
prehend all the varied interests of the United States; every 
element and branch of industry, and every dollar or dime 
of value. They are connected with taxation, tariffs, bank-
ing, loan bills, and ramify to every fiber of the body-politic. 
All the springs of wealth and labor are more or less influ-
enced by the action of this Committee. Their responsibility 
is immense, and their control almost imperial over the ne-
cessities, comforts, homes, hopes, and destinies of the peo-
ple. All the values of the United States, which in the cen-
sus of 1860 (page 194) amount to nearly $17 billion, or, to 
be exact, $16,159,616,068, are affected by the action of 
that Committee, even before their action is approved by 
the House. Those values fluctuate whenever the head of 
the Committee on Ways and Means rises in his place and 
proposes a measure. The price of every article we use 
trembles when he proposes a gold bill or a loan bill, or any 
bill to tax directly or indirectly. * * * 

* * * the interests connected with these economical questions 
are of all questions those most momentous for the future. Parties, 
statesmanship, union, stability, all depend upon the manner in 
which these questions are dealt with. 

Representative Morrill (who was subsequently appointed chair-
man of the Committee on Ways and Means in the succeeding Con-
gress, and who still later became chairman of the Senate Com-
mittee on Finance after he became a Senator) observed as follows: 

I am entirely indifferent as to the disposition which shall 
be made of this subject by the House. So far as I am my-
self concerned, I have never sought any position upon any 
committee from the present or any other Speaker of the 
House, and probably never shall. I have no disposition to 
press myself hereafter for any position. In relation to the 
proposed division of the Committee on Ways and Means, 
the only doubt that I have is the one expressed by my col-
league on that Committee, Representative Stevens, in re-
gard to the separation of the questions of revenue from 
those relating to appropriations. In ordinary times of peace 
I should deem it almost indispensable and entirely within 
their power that this Committee should have the control 
of both subjects, in order that they might make both ends 
meet, that is, to provide a sufficient revenue for the ex-
penditures. That reason applies now with greater force; 
but it may be that the Committee is overworked. It is true 
that for the last 3 or 4 years the labors of the Committee 
on Ways and Means have been incessant, they have la-
bored not only days but nights; not only weekends but 
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Sundays. If gentlemen suppose that the Committee have 
permitted some appropriations to be reported which should 
not have been permitted they little understand how much 
has been resisted. 

The influence the Committee came not only from the nature of 
its jurisdiction but also because for many years the chairman of the 
Committee was also ad hoc majority Floor leader of the House. 

When the revolt against Speaker Cannon took place, and the 
Speaker’s powers to appoint the Members of committees were cur-
tailed, the Majority Members on the Committee on Ways and 
Means became the Committee on Committees. Subsequently, this 
power was disbursed to the respective party caucuses, beginning in 
the 94th Congress. 

Throughout its history, many famous Americans have served on 
the Committee on Ways and Means. The long and distinguished 
list includes 8 Presidents of the United States, 8 Vice Presidents, 
4 Justices of the Supreme Court, 34 Cabinet members, and quite 
interestingly, 21 Speakers of the House of Representatives. This 
latter figure represents nearly one-half of the 51 Speakers who 
have served since 1789 through the end of the 108th Congress. See 
the alphabetical list which follows for names. 

Major positions held by former members of the Committee on Ways 
and Means 

President of the United States: 
George H. W. Bush, Texas 
Millard Fillmore, New York 
James A. Garfield, Ohio 
Andrew Jackson, Tennessee 
James Madison, Virginia 
William McKinley, Jr., Ohio 
James K. Polk, Tennessee 
John Tyler, Virginia 

Vice President of the United States: 
John C. Breckinridge, Kentucky 
George H. W. Bush, Texas 
Charles Curtis, Kansas 
Millard Fillmore, New York 
John N. Garner, Texas 
Elbridge Gerry, Massachusetts 
Richard M. Johnson, Kentucky 
John Tyler, Virginia 

Justice of the Supreme Court: 
Philip P. Barbour, Virginia 
Joseph McKenna, California 
John McKinley, Alabama 
Fred M. Vinson, Kentucky (Chief Justice) 

Speaker of the House of Representatives: 
Nathaniel P. Banks, Massachusetts 
Philip P. Barbour, Virginia 
James G. Blaine, Maine 
John G. Carlisle, Kentucky 
Langdon Cheves, South Carolina 
James B. (Champ) Clark, Missouri 
Howell Cobb, Georgia 
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3 Recipient of Nobel Peace Prize in 1945. 

Charles F. Crisp, Georgia 
John N. Garner, Texas 
John W. Jones, Virginia 
Michael C. Kerr, Indiana 
Nicholas Longworth, Ohio 
John W. McCormack, Massachusetts 
James K. Polk, Tennessee 
Henry T. Rainey, Illinois 
Samuel J. Randall, Pennsylvania 
Thomas B. Reed, Maine 
Theodore Sedgwick, Massachusetts 
Andrew Stevenson, Virginia 
John W. Taylor, New York 
Robert C. Winthrop, Massachusetts 

Cabinet Member: 
Secretary of State: 

James G. Blaine, Maine 
William J. Bryan, Nebraska 
Cordell Hull, Tennessee 3 
Louis McLean, Delaware 
John Sherman, Ohio 

Secretary of the Treasury: 
George W. Campbell, Tennessee 
John G. Carlisle, Kentucky 
Howell Cobb, Georgia 
Thomas Corwin, Ohio 
Charles Foster, Ohio 
Albert Gallatin, Pennsylvania 
Samuel D. Ingham, Pennsylvania 
Louis McLean, Delaware 
Ogden L. Mills, New York 
John Sherman, Ohio 
Philip F. Thomas, Maryland 
Fred M. Vinson, Kentucky 

Attorney General: 
James P. McGranery, Pennsylvania 
Joseph McKenna, California 
A. Mitchell Palmer, Pennsylvania 
Caesar A. Rodney, Delaware 

Postmaster General: 
Samuel D. Hubbard, Connecticut 
Cave Johnson, Tennessee 
Horace Maynard, Tennessee 
William L. Wilson, West Virginia 

Secretary of the Navy: 
Thomas W. Gilder, Virginia 
Hilary A. Herbert, Alabama 
Victor H. Metcalf, California 
Claude A. Swanson, Virginia 

Secretary of the Interior: 
Rogers C. B. Morton, Maryland 
Jacob Thompson, Mississippi 
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Secretary of Commerce and Labor: 
Victor H. Metcalf, California 

Secretary of Commerce: 
Rogers C. B. Morton, Maryland 

Secretary of Agriculture: 
Clinton P. Anderson, New Mexico 

Appendix III. Statistical Review of the Activities of the 
Committee on Ways and Means 

A. NUMBER OF BILLS AND RESOLUTIONS REFERRED TO THE 
COMMITTEE 

As of the close of the 108th Congress on December 7, 2004, there 
had been referred to the Committee a total of 1,541 bills, rep-
resenting 22.2 percent of all the public bills introduced in the 
House of Representatives. 

The following table gives a more complete statistical review since 
1967. 

TABLE 1.—NUMBER OF BILLS AND RESOLUTIONS REFERRED TO THE COMMITTEE, 90TH THROUGH 
108TH CONGRESSES 

Introduced in House Referred to Committee on 
Ways and Means Percentage 

90th Congress ....................................................... 24,227 3,806 15.7 
91st Congress ....................................................... 23,575 3,442 14.6 
92nd Congress ...................................................... 20,458 3,157 15.4 
93rd Congress ....................................................... 21,096 3,370 16 
94th Congress ....................................................... 19,371 3,747 19.3 
95th Congress ....................................................... 17,800 3,922 22 
96th Congress ....................................................... 10,196 2,337 22.9 
97th Congress ....................................................... 9,909 2,377 26.4 
98th Congress ....................................................... 8,104 1,904 23.5 
99th Congress ....................................................... 7,522 1,568 20.8 
100th Congress ..................................................... 7,043 1,419 22.1 
101st Congress ..................................................... 7,640 1,737 22.7 
102nd Congress .................................................... 7,771 1,972 25.4 
103rd Congress ..................................................... 6,645 1,496 22.5 
104th Congress ..................................................... 5,329 1,071 20.1 
105th Congress ..................................................... 5,976 1,509 25.2 
106th Congress ..................................................... 6,942 1,762 25.3 
107th Congress ..................................................... 7,029 1,941 27.6 
108th Congress ..................................................... 6,953 1,541 22.2 

B. PUBLIC HEARINGS 

In the course of the 108th Congress, the full Committee on Ways 
and Means held public hearings on a total of 23 days, including 13 
days in the first session and 10 days in the second session. Many 
of these hearings dealt with major subjects including the Presi-
dent’s fiscal year 2004 and 2005 budget proposals, health and wel-
fare issues, and President Bush’s trade agenda. The full Committee 
also reviewed programs under the Committee’s jurisdiction for 
waste, fraud, and abuse and focused on such issues as legislation 
to expand coverage of prescription drugs in Medicare, and the im-
plementation of free trade agreements with Chile, Singapore, Aus-
tralia and Morocco. 
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The following table specifies the statistical data on the number 
of days and witnesses published on each of the subjects covered by 
public hearings in the full Committee during the 108th Congress. 

TABLE 2.—PUBLIC HEARINGS CONDUCTED BY THE FULL COMMITTEE ON WAYS AND MEANS 

Subject and Date 
Number of 

Days Witnesses 

2003: 
President’s Fiscal Year 2004 Budget with an Official of the U.S. Department of the 

Treasury, February 4 .......................................................................................................... 1 1 
President’s Fiscal Year 2004 Budget with Office of Management and Budget Director 

Daniels, February 5 ............................................................................................................ 1 1 
President’s Fiscal Year 2004 Budget with U.S. Department of Health and Human Serv-

ices, February 6 ................................................................................................................. 1 1 
President Bush’s Trade Agenda, February 26 ........................................................................ 1 1 
President’s Economic Growth Proposals, March 4, 5, 6, and 11 .......................................... 4 17 
President’s Fiscal Year 2004 Budget for the U.S. Department of Labor, March 12 ............ 1 1 
Expanding Coverage of Prescription Drugs in Medicare, April 9 .......................................... 1 5 
Waste, Fraud, and Abuse, July 17 ......................................................................................... 1 7 
United States-China Economic Relations and China’s Role in the Global Economy, Octo-

ber 30 and 31 .................................................................................................................... 2 16 

Total for 2003 ................................................................................................................ 13 50 

2004: 
President’s Fiscal Year 2005 Budget with U.S. Department of the Treasury Secretary John 

Snow, February 3 ............................................................................................................... 1 1 
President’s Fiscal Year 2005 Budget for the U.S. Department of Health and Human Serv-

ices, February 10 ............................................................................................................... 1 1 
President’s Fiscal Year 2005 Budget with OMB Director Bolten, February 11 ..................... 1 1 
President’s Fiscal Year 2005 Budget with an Official of the U.S. Department of the 

Treasury, February 11 ........................................................................................................ 1 1 
President’s Fiscal Year 2005 Budget for the U.S. Department of Labor, March 4 .............. 1 1 
President Bush’s Trade Agenda, March 11 ........................................................................... 1 1 
Board of Trustees 2004 Annual Reports, March 24 and April 1 .......................................... 2 6 
Implementation of the United States-Australia Free Trade Agreement, June 16 ................. 1 7 
Implementation of the United States-Morocco Free Trade Agreement, July 7 ...................... 1 6 

Total for 2004 ................................................................................................................ 10 25 

Total for both sessions .................................................................................................. 23 75 

The six Subcommittees of the Committee on Ways and Means 
were also very active in conducting public hearings during the 
108th Congress. The following table specifies in detail the number 
of days and witnesses published by each of the Subcommittees. 

TABLE 3.—PUBLIC HEARINGS CONDUCTED BY THE SUBCOMMITTEES OF THE COMMITTEE ON 
WAYS AND MEANS 

Subject and Date 
Number of 

Days Witnesses 

SUBCOMMITTEE ON TRADE 
2003: 

Impact of the Section 201 Safeguard Action on Certain Steel Products, March 26 ............ 1 27 
Implementation of U.S. Bilateral Free Trade Agreements with Chile and Singapore, June 

10 ....................................................................................................................................... 1 13 
2004: 

Trade with sub-Saharan Africa and H.R. 4103, the ‘‘AGOA Acceleration Act of 2004,’’ 
April 29 .............................................................................................................................. 1 11 

Customs Budget Authorizations and Other Customs Issues, June 17 .................................. 1 8 
Trade Preferences for Haiti, September 22 ............................................................................ 1 7 
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TABLE 3.—PUBLIC HEARINGS CONDUCTED BY THE SUBCOMMITTEES OF THE COMMITTEE ON 
WAYS AND MEANS—Continued 

Subject and Date 
Number of 

Days Witnesses 

Total ............................................................................................................................... 5 66 

SUBCOMMITTEE ON OVERSIGHT 
2003: 

Free Electronic Filing and National Taxpayer Advocate Annual Report, February 13 ........... 1 4 
2003 Tax Return Filing Season and the IRS Budget for Fiscal Year 2004, April 8 ............. 1 7 
Use of Private Collection Agencies to Improve IRS Debt Collection, May 13 ....................... 1 9 
Unemployment Fraud and Abuse, June 19 ............................................................................ 1 4 
Non-Profit Credit Counseling Organizations, November 20 ................................................... 1 7 

2004: 
IRS Efforts to Modernize its Computer Systems, February 12 .............................................. 1 5 
Social Security Number and Individual Taxpayer Identification Number Mismatches and 

Misuse, March 10 .............................................................................................................. 1 6 
2004 Tax Return Filing Season and the IRS Budget for Fiscal Year 2005, March 30 ........ 1 8 
Tax Simplification, June 15 .................................................................................................... 1 8 
First Hearing in a Series on Tax Exemption: Pricing Practices of Hospitals, June 22 ......... 1 9 
Review the IRS Enforcement of the Reporting of Tip Income, July 15 ................................. 1 6 

Total ............................................................................................................................... 11 73 

SUBCOMMITTEE ON HEALTH 
2003: 

Medicare Regulatory and Contracting Reform, February 13 ................................................. 1 9 
Eliminating Barriers to Chronic Care Management in Medicare, February 25 ..................... 1 5 
MedPAC Report on Medicare Payment Policies, March 6 ...................................................... 1 7 
Medicare Cost-Sharing and Medigap, May 1 ........................................................................ 1 4 

2004: 
Uninsured, March 9 ................................................................................................................ 1 5 
New Frontiers in Quality Initiatives, March 18 ...................................................................... 1 7 
Medicare Drug Discount Card, April 1 ................................................................................... 1 5 
Medicare Chronic Care Improvement Program, May 11 ........................................................ 1 5 
Health Care Information Technology, June 17 ....................................................................... 1 6 
Electronic Prescribing, July 22 ............................................................................................... 1 4 

Total ............................................................................................................................... 10 57 

SUBCOMMITTEE ON SOCIAL SECURITY 
2003: 

H.R. 743, the ‘‘Social Security Protection Act of 2003,’’ February 27 .................................. 1 6 
Social Security Provisions Affecting Public Employees, May 1 ............................................. 1 12 
Use and Misuse of Social Security Numbers, July 10 ........................................................... 1 5 
Social Security Administration Service Delivery Budget Plan, July 24 .................................. 1 4 
Social Security Administration’s Management of the Office of Hearings and Appeals, 

September 25 ..................................................................................................................... 1 8 
2004: 

Field Hearing on Social Security’s Future, January 26 .......................................................... 1 5 
Social Security Service Delivery Plan, February 26 ................................................................ 1 1 
Social Security Administration’s Management of the Ticket to Work Program, March 18 ... 1 11 
Enhancing Social Security Number Privacy, June 15 ............................................................ 1 11 
H.R. 4391, the ‘‘Public Servant Retirement Protection Act,’’ July 20 ................................... 1 5 
Commissioner of Social Security’s Proposal to Improve the Disability Process, September 

30 ....................................................................................................................................... 1 12 

Total ............................................................................................................................... 11 80 

SUBCOMMITTEE ON HUMAN RESOURCES 
2003: 

Review State Use of Federal Unemployment Funds, March 20 ............................................. 1 6 
Implementation of the Adoption and Safe Families Act of 1997, April 8 ............................ 1 8 
Unemployment Benefits and ‘‘Returns to Work,’’ April 10 .................................................... 1 4 
Bush Administration Foster Care Flexible Funding Proposal, June 11 .................................. 1 5 
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TABLE 3.—PUBLIC HEARINGS CONDUCTED BY THE SUBCOMMITTEES OF THE COMMITTEE ON 
WAYS AND MEANS—Continued 

Subject and Date 
Number of 

Days Witnesses 

Examine Recent Failure to Protect Child Safety, November 6 .............................................. 1 9 
Improved Monitoring of Vulnerable Children, November 19 .................................................. 1 7 

2004: 
Review Federal and State Oversight of Child Welfare Programs, January 28 ...................... 1 18 
Supplemental Security Income Program, April 29 ................................................................. 1 1 
State Efforts to Comply with Federal Child Welfare Reviews, May 13 ................................. 1 4 
Supplemental Security Income Program, May 20 .................................................................. 1 5 
Failure to Protect Child Safety, June 17 ................................................................................ 1 4 
Examine Child Welfare Reform Proposals, July 13 ................................................................ 1 4 

Total ............................................................................................................................... 12 75 

SUBCOMMITTEE ON SELECT REVENUE MEASURES 
2003: 

Hearing on Challenges Facing Pension Plan Funding, April 30 ........................................... 1 5 
Hearing on S Corporation Reforms, June 19 ......................................................................... 1 6 
Examining Pension Security and Defined Benefit Plans: The Bush Administration’s Pro-

posal to Replace the 30-Year Treasury Rate, July 15 ...................................................... 1 6 
2004: 

Select Tax Issues, September 23 ........................................................................................... 1 16 

Total ............................................................................................................................... 4 33 

As the foregoing statistics indicate, during the 108th Congress 
the full Committee and its six Subcommittees held public hearings 
aggregating a grand total of 76 days, during which time 459 wit-
nesses testified. There was one field hearing, held by the Sub-
committee on Social Security in Boca Raton, Florida. 

In addition, written comments were printed after having been re-
quested and received by the Subcommittee on Oversight on tax-
payer rights, H.R. 3625, the ‘‘Department of the Treasury Inspector 
General Consolidation Act of 2003, and Legislation to Streamline 
the Student Aid Approval Process; the Subcommittee on Trade on 
the Extension of Permanent Normal Trade Relations Status to Ar-
menia, Moldova, and Laos; and the full Committee on H.R. 3654, 
the ‘‘Technical Corrections Act of 2003.’’ 

C. MARKUP SESSIONS 

With respect to markup or business sessions during the 108th 
Congress, the full Committee and its six Subcommittees were also 
very actively engaged. The full Committee held such sessions on 24 
working days, usually both morning and afternoon sessions, and 
the Subcommittees an aggregate of 9 working days, making a 
grand total of 33 working days of markup or business sessions for 
the full Committee and its Subcommittees during the 108th Con-
gress. 

D. NUMBER AND FINAL STATUS OF BILLS REPORTED FROM THE 
COMMITTEE ON WAYS AND MEANS IN THE 108TH CONGRESS 

During the 108th Congress, the Committee reported to the House 
a total of 25 bills; 24 favorably and 1 adversely. There were 75 bills 
containing provisions within the purview of the Committee that 
were passed by the House; 41 were enacted into law. This is not 
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indicative of the total number of bills considered by the Committee. 
When the Committee meets on major tax, tariff, Social Security, 
health, unemployment compensation, or human resources matters, 
it often considers a broad subject rather than individual, specific 
bills. In consideration of a broad matter, the Committee makes 
every attempt to review all pending pertinent bills encompassed 
within that subject. As many as several hundred bills, for instance, 
may translate into a broad subject that is then reported by the 
Committee. Therefore, it is typically the practice of the Committee 
to report bills on a major subject rather than on several minor sub-
jects. 

Appendix IV. Chairmen of the Committee on Ways and 
Means and Membership of the Committee From the 1st 
Through the 108th Congresses 

A. CHAIRMEN OF THE COMMITTEE ON WAYS AND MEANS, 1789 TO PRESENT 

Name State Party Term of Service 

Thomas Fitzsimons ................... Pennsylvania ............................ Federalist .................................. 1789 
William L. Smith ....................... South Carolina ......................... Federalist .................................. 1794 to 1797 
Robert G. Harper ...................... South Carolina ......................... Federalist .................................. 1797 to 1800 
Roger Griswold ......................... Connecticut .............................. Federalist .................................. 1800 to 1801 
John Randolph .......................... Virginia ..................................... Jeffersonian Republican ........... 1801 to 1805, 1827 
Joseph Clay ............................... Pennsylvania ............................ Jeffersonian Republican ........... 1805 to 1807 
George W. Campbell ................. Tennessee ................................. Jeffersonian Republican ........... 1807 to 1809 
John W. Eppes .......................... Virginia ..................................... Jeffersonian Republican ........... 1809 to 1811 
Ezekiel Bacon ........................... Massachusetts ......................... Jeffersonian Republican ........... 1811 to 1812 
Langdon Cheves ....................... South Carolina ......................... Jeffersonian Republican ........... 1812 to 1813 
John W. Eppes .......................... Virginia ..................................... Jeffersonian Republican ........... 1813 to 1815 
William Lowndes ....................... South Carolina ......................... Jeffersonian Republican ........... 1815 to 1818 
Samuel Smith ........................... Maryland ................................... Jeffersonian Republican ........... 1818 to 1822 
Louis McLane ............................ Delaware ................................... Jeffersonian Republican ........... 1822 to 1827 
George McDuffie ....................... South Carolina ......................... Democrat .................................. 1827 to 1832 
Gulian C. Verplanck ................. New York .................................. Democrat .................................. 1832 to 1833 
James K. Polk ........................... Tennessee ................................. Democrat .................................. 1833 to 1835 
C. C. Cambreleng ..................... New York .................................. Democrat .................................. 1835 to 1839 
John W. Jones ........................... Virginia ..................................... Democrat .................................. 1839 to 1841 
Millard Fillmore ........................ New York .................................. Whig ......................................... 1841 to 1843 
James Iver McKay ..................... North Carolina .......................... Democrat .................................. 1843 to 1847 
Samuel F. Vinton ...................... Ohio .......................................... Whig ......................................... 1847 to 1849 
Thomas H. Bayly ....................... Virginia ..................................... Democrat .................................. 1849 to 1851 
George S. Houston .................... Alabama ................................... Democrat .................................. 1851 to 1855 
Lewis D. Campbell ................... Ohio .......................................... Republican ............................... 1855 to 1857 
J. Glancy Jones ......................... Pennsylvania ............................ Democrat .................................. 1857 to 1858 
John S. Phelps .......................... Missouri .................................... Democrat .................................. 1858 to 1859 
John Sherman ........................... Ohio .......................................... Republican ............................... 1859 to 1861 
Thaddeus Stevens .................... Pennsylvania ............................ Republican ............................... 1861 to 1865 
Justin S. Morrill ........................ Vermont .................................... Republican ............................... 1865 to 1867 
Robert C. Schenck .................... Ohio .......................................... Republican ............................... 1867 to 1871 
Samuel D. Hooper ..................... Massachusetts ......................... Republican ............................... 1871 
Henry L. Dawes ......................... Massachusetts ......................... Republican ............................... 1871 to 1875 
William R. Morrison .................. Illinois ....................................... Democrat .................................. 1875 to 1877 
Fernando Wood ......................... New York .................................. Democrat .................................. 1877 to 1881 
John R. Tucker .......................... Virginia ..................................... Democrat .................................. 1881 
William D. Kelley ...................... Pennsylvania ............................ Republican ............................... 1881 to 1883 
William R. Morrison .................. Illinois ....................................... Democrat .................................. 1883 to 1887 
Roger Q. Mills ........................... Texas ........................................ Democrat .................................. 1887 to 1889 
William McKinley, Jr. ................ Ohio .......................................... Republican ............................... 1889 to 1891 
William M. Springer .................. Illinois ....................................... Democrat .................................. 1891 to 1893 
William L. Wilson ...................... West Virginia ............................ Democrat .................................. 1893 to 1895 
Nelson Dingley, Jr. .................... Maine ........................................ Republican ............................... 1895 to 1899 
Sereno E. Payne ........................ New York .................................. Republican ............................... 1899 to 1911 
Oscar W. Underwood ................ Alabama ................................... Democrat .................................. 1911 to 1915 
Claude Kitchin .......................... North Carolina .......................... Democrat .................................. 1915 to 1919 
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A. CHAIRMEN OF THE COMMITTEE ON WAYS AND MEANS, 1789 TO PRESENT—Continued 

Name State Party Term of Service 

Joseph W. Fordney .................... Michigan ................................... Republican ............................... 1919 to 1923 
William R. Green ...................... Iowa .......................................... Republican ............................... 1923 to 1928 
Willis C. Hawley ........................ Oregon ...................................... Republican ............................... 1929 to 1931 
James W. Collier ....................... Mississippi ............................... Democrat .................................. 1931 to 1933 
Robert L. Doughton .................. North Carolina .......................... Democrat .................................. 1933 to 1947, 1949 

to 1953 
Harold Knutson ......................... Minnesota ................................. Republican ............................... 1947 to 1949 
Daniel A. Reed .......................... New York .................................. Republican ............................... 1953 to 1955 
Jere Cooper ............................... Tennessee ................................. Democrat .................................. 1955 to 1957 
Wilbur D. Mills .......................... Arkansas ................................... Democrat .................................. 1957 to 1975 
Al Ullman .................................. Oregon ...................................... Democrat .................................. 1975 to 1981 
Dan Rostenkowski .................... Illinois ....................................... Democrat .................................. 1981 to 1994 
Bill Archer ................................. Texas ........................................ Republican ............................... 1995 to 2001 
William M. Thomas ................... California .................................. Republican ............................... 2001– 

B. TABLE SHOWING PAST MEMBERSHIP OF THE COMMITTEE 

1. MEMBERS OF THE COMMITTEE ON WAYS AND MEANS FROM THE 1ST 
THROUGH THE 108TH CONGRESS, BY STATE 

Member Congress(es) 

Alabama: 
John McKinley .............................................................................................................................. 23 
David Hubbard ............................................................................................................................ 26 
Dixon H. Lewis ............................................................................................................................. 27–28 
George S. Houston ....................................................................................................................... 29–30, 32–33 
James F. Dowdell ......................................................................................................................... 35 
Hilary A. Herbert .......................................................................................................................... 48 
Joseph Wheeler ............................................................................................................................ 53–55 
Oscar W. Underwood ................................................................................................................... 56, 59–63 
Ronnie G. Flippo .......................................................................................................................... 98–101 

Arizona: 
J.D. Hayworth ............................................................................................................................... 105– 

Arkansas: 
James K. Jones ............................................................................................................................ 48 
Clifton R. Breckinridge ................................................................................................................ 49–51, 53 
William A. Oldfield ...................................................................................................................... 64–70 
Heartsill Ragon ............................................................................................................................ 70–73 
William J. Driver .......................................................................................................................... 72 
Claude A. Fuller ........................................................................................................................... 73–75 
Wilbur D. Mills ............................................................................................................................. 77–94 
Jim Guy Tucker, Jr ....................................................................................................................... 95 
Beryl Anthony, Jr .......................................................................................................................... 97–102 

California: 
Joseph McKenna .......................................................................................................................... 51–52 
Victor H. Metcalf ......................................................................................................................... 57–58 
James C. Needham ...................................................................................................................... 58–62 
William E. Evans ......................................................................................................................... 73 
Frank H. Buck .............................................................................................................................. 74–77 
Bertrand W. Gearhart .................................................................................................................. 76–80 
Cecil R. King ............................................................................................................................... 78–79, 81–90 
James B. Utt ................................................................................................................................ 83, 86–91 
James C. Corman ........................................................................................................................ 90–96 
Jerry L. Pettis ............................................................................................................................... 91–94 
William M. Ketchum .................................................................................................................... 94–95 
Fortney Pete Stark ....................................................................................................................... 94– 
John H. Rousselot ........................................................................................................................ 95–97 
Robert T. Matsui .......................................................................................................................... 97–108 
William M. Thomas ...................................................................................................................... 98– 
Wally Herger ................................................................................................................................ 103– 
Xavier Becerra ............................................................................................................................. 105– 

Colorado: 
Robert W. Bonynge ...................................................................................................................... 60 
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Member Congress(es) 

Charles B. Timberlake ................................................................................................................. 66–72 
John A. Carroll ............................................................................................................................. 81 
Donald G. Brotzman .................................................................................................................... 92–93 
George H. ‘‘Hank’’ Brown ............................................................................................................ 100–101 
Scott McInnis ............................................................................................................................... 106–108 

Connecticut: 
Jeremiah Wadsworth .................................................................................................................... 1 
Uriah Tracy .................................................................................................................................. 3 
James Hillhouse ........................................................................................................................... 4 
Nathaniel Smith .......................................................................................................................... 4–5 
Joshua Coit .................................................................................................................................. 5 
Roger Griswold ............................................................................................................................ 5–8 
John Davenport ............................................................................................................................ 8 
Jonathan O. Moseley .................................................................................................................... 9, 14, 16 
Ralph I. Ingersoll ......................................................................................................................... 21–22 
Samuel D. Hubbard ..................................................................................................................... 30 
James Phelps ............................................................................................................................... 45–46 
Charles A. Russell ....................................................................................................................... 54–57 
Ebenezer J. Hill ............................................................................................................................ 58–62, 64–65 
John Q. Tilson .............................................................................................................................. 66–68 
Antoni N. Sadlak ......................................................................................................................... 83–85 
William R. Cotter ......................................................................................................................... 94–97 
Barbara B. Kennelly .................................................................................................................... 98–105 
Nancy L. Johnson ......................................................................................................................... 101– 

Delaware: 
John Vining .................................................................................................................................. 1 
Henry Latimer .............................................................................................................................. 3 
John Patten .................................................................................................................................. 4 
James A. Bayard, Sr .................................................................................................................... 5, 7 
Caesar A. Rodney ........................................................................................................................ 8 
Louis McLane ............................................................................................................................... 16–19 

Florida: 
A. S. Herlong, Jr .......................................................................................................................... 84–90 
Sam M. Gibbons .......................................................................................................................... 91–104 
L. A. (Skip) Bafalis ...................................................................................................................... 94–97 
E. Clay Shaw, Jr .......................................................................................................................... 100– 
Karen L. Thurman ........................................................................................................................ 105–107 
Mark Foley ................................................................................................................................... 104– 

Georgia: 
James Jackson ............................................................................................................................. 1 
Abraham Baldwin ........................................................................................................................ 3–5 
Benjamin Taliaferro ..................................................................................................................... 6 
John Milledge ............................................................................................................................... 7 
David Meriwether ......................................................................................................................... 8–9 
William W. Bibb ........................................................................................................................... 12–13 
Joel Abbott ................................................................................................................................... 15 
Joel Crawford ............................................................................................................................... 15–16 
Wiley Thompson ........................................................................................................................... 17–18 
George R. Gilmer ......................................................................................................................... 20 
Richard H. Wilde ......................................................................................................................... 22–23 
George W. Owens ......................................................................................................................... 24–25 
Charles E. Haynes ....................................................................................................................... 25 
Mark A. Cooper ............................................................................................................................ 26 
Absalom H. Chappell ................................................................................................................... 28 
Seaborn Jones .............................................................................................................................. 29 
Robert Toombs ............................................................................................................................. 30–31 
Alexander H. Stephens ................................................................................................................ 30–31, 33 
Marshall J. Wellborn .................................................................................................................... 31 
Howell Cobb ................................................................................................................................. 34 
Martin J. Crawford ....................................................................................................................... 35–36 
Benjamin H. Hill .......................................................................................................................... 44 
Henry R. Harris ............................................................................................................................ 45, 49 
William H. Felton ......................................................................................................................... 46 
Emory Speer ................................................................................................................................. 47 
James H. Blount .......................................................................................................................... 48 
Henry G. Turner ........................................................................................................................... 50–54 
Charles F. Crisp .......................................................................................................................... 54 
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Member Congress(es) 

James M. Griggs .......................................................................................................................... 60–61 
William G. Brantley ..................................................................................................................... 61–62 
Charles R. Crisp .......................................................................................................................... 64–72 
Albert S. Camp ............................................................................................................................ 78–83 
Phillip M. Landrum ...................................................................................................................... 89–94 
Ed Jenkins ................................................................................................................................... 95–102 
Wyche Fowler, Jr .......................................................................................................................... 96–99 
John Lewis ................................................................................................................................... 103– 
Mac Collins .................................................................................................................................. 104–108 

Hawaii: 
Cecil (Cec) Heftel ........................................................................................................................ 96–99 

Illinois: 
Daniel P. Cook ............................................................................................................................. 19 
John A. McClernand ..................................................................................................................... 37 
John Wentworth ........................................................................................................................... 39 
John A. Logan .............................................................................................................................. 40 
Samuel S. Marshall ..................................................................................................................... 41 
Horatio C. Burchard .................................................................................................................... 42–45 
William R. Morrison ..................................................................................................................... 44, 46–49 
William M. Springer ..................................................................................................................... 52 
Albert J. Hopkins ......................................................................................................................... 52–57 
Henry S. Boutell ........................................................................................................................... 58–61 
Henry T. Rainey ........................................................................................................................... 62–66, 68–72 
John A. Sterling ........................................................................................................................... 65 
Ira C. Copley ................................................................................................................................ 66–67 
Carl R. Chindblom ....................................................................................................................... 68–72 
Chester C. Thompson .................................................................................................................. 74–75 
Raymond S. McKeough ................................................................................................................ 76–77 
Charles S. Dewey ......................................................................................................................... 78 
Thomas J. O’Brien ....................................................................................................................... 79, 81–88 
Noah M. Mason ........................................................................................................................... 80–87 
Harold R. Collier .......................................................................................................................... 88–93 
Dan Rostenkowski ....................................................................................................................... 88–103 
Abner J. Mikva ............................................................................................................................. 94–96 
Philip M. Crane ........................................................................................................................... 94–108 
Marty Russo ................................................................................................................................. 96–102 
Mel Reynolds ............................................................................................................................... 103 
Jerry Weller .................................................................................................................................. 105– 

Indiana: 
David Wallace .............................................................................................................................. 27 
Cyrus L. Dunham ......................................................................................................................... 32 
William E. Niblack ....................................................................................................................... 40, 43 
Godlove S. Orth ........................................................................................................................... 41 
Michael C. Kerr ............................................................................................................................ 42 
Thomas M. Browne ...................................................................................................................... 48–50 
William D. Bynum ........................................................................................................................ 50, 53 
Benjamin F. Shively ..................................................................................................................... 52 
George W. Steele ......................................................................................................................... 54–57 
James E. Watson ......................................................................................................................... 58–60 
Edgar D. Crumpacker .................................................................................................................. 60–61 
Lincoln Dixon ............................................................................................................................... 62–65 
Harry C. Canfield ......................................................................................................................... 71–72 
John W. Boehne, Jr ...................................................................................................................... 73–77 
Robert A. Grant ........................................................................................................................... 80 
Andy Jacobs, Jr ............................................................................................................................ 94–104 

Iowa: 
John A. Kasson ............................................................................................................................ 38, 43, 47–48 
William B. Allison ........................................................................................................................ 39–41 
John H. Gear ................................................................................................................................ 51, 53 
Jonathan P. Dolliver .................................................................................................................... 54–56 
William R. Green ......................................................................................................................... 63–70 
C. William Ramseyer ................................................................................................................... 70–71 
Otha D. Wearin ............................................................................................................................ 75 
Lloyd Thurston ............................................................................................................................. 75 
Thomas E. Martin ........................................................................................................................ 80–83 
Fred Grandy ................................................................................................................................. 102–103 
Jim Nussle ................................................................................................................................... 104– 
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Member Congress(es) 

Kansas: 
Dudley C. Haskell ........................................................................................................................ 47 
Chester I. Long ............................................................................................................................ 56–57 
Charles Curtis ............................................................................................................................. 58–59 
William A. Calderhead ................................................................................................................. 60–61 
Victor Murdock ............................................................................................................................. 63 
Guy T. Helvering .......................................................................................................................... 64–65 
Frank Carlson .............................................................................................................................. 76–79 
Martha E. Keys ............................................................................................................................ 94–95 

Kentucky: 
Alexander D. Orr .......................................................................................................................... 3 
Christopher Greenup .................................................................................................................... 4 
Thomas T. Davis .......................................................................................................................... 5 
John Boyle .................................................................................................................................... 8 
Richard M. Johnson ..................................................................................................................... 11–12 
Thomas Montgomery .................................................................................................................... 13 
David Trimble .............................................................................................................................. 15–16 
Nathan Gaither ............................................................................................................................ 22 
John Pope .................................................................................................................................... 25 
Thomas F. Marshall ..................................................................................................................... 27 
Garrett Davis ............................................................................................................................... 28 
Charles S. Morehead ................................................................................................................... 30–31 
John C. Breckinridge ................................................................................................................... 33 
Robert Mallory ............................................................................................................................. 38 
James B. Beck ............................................................................................................................. 42–43 
Henry Watterson .......................................................................................................................... 44 
John G. Carlisle ........................................................................................................................... 46–47, 51 
Joseph C.S. Blackburn ................................................................................................................. 48 
William C.P. Breckinridge ............................................................................................................ 49–50 
Alexander B. Montgomery ............................................................................................................ 52–53 
Walter Evans ............................................................................................................................... 54–55 
Ollie M. James ............................................................................................................................. 62 
Augustus O. Stanley .................................................................................................................... 63 
Frederick M. Vinson ..................................................................................................................... 72–75 
Noble J. Gregory ........................................................................................................................... 78–85 
John C. Watts .............................................................................................................................. 86–92 
Jim Bunning ................................................................................................................................ 102–105 
Ron Lewis .................................................................................................................................... 104– 

Louisiana: 
Thomas B. Robertson .................................................................................................................. 14 
William L. Brent .......................................................................................................................... 19–20 
Walter H. Overton ........................................................................................................................ 21 
Lionel A. Sheldon ......................................................................................................................... 43 
Randall L. Gibson ........................................................................................................................ 45–46 
Charles J. Boatner ....................................................................................................................... 54 
Samuel M. Robertson .................................................................................................................. 55–59 
Robert F. Broussard .................................................................................................................... 61 
Whitmell P. Martin ...................................................................................................................... 65–70 
Paul H. Maloney .......................................................................................................................... 76, 78–79 
Thomas Hale Boggs, Sr ............................................................................................................... 81–91 
Joe D. Waggonner, Jr ................................................................................................................... 92–95 
W. Henson Moore III .................................................................................................................... 96–99 
William J. Jefferson ..................................................................................................................... 103, 105– 
Jim McCrery ................................................................................................................................. 103– 
Jimmy Hayes ................................................................................................................................ 1041 

Maine: 
Peleg Sprague ............................................................................................................................. 19–20 
Francis O.J. Smith ....................................................................................................................... 24 
George Evans ............................................................................................................................... 26 
Israel Washburn, Jr ..................................................................................................................... 36 
James G. Blaine .......................................................................................................................... 44 
William P. Frye ............................................................................................................................ 46 
Thomas B. Reed .......................................................................................................................... 48–50, 52–53 
Nelson Dingley, Jr ........................................................................................................................ 51, 54–55 
Daniel J. McGillicuddy ................................................................................................................. 64 

Maryland: 
William Smith .............................................................................................................................. 1 
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Member Congress(es) 

Gabriel Christie ........................................................................................................................... 3 
William Vans Murray ................................................................................................................... 4 
William Hindman ......................................................................................................................... 4–5 
William Craik ............................................................................................................................... 5 
Joseph H. Nicholson .................................................................................................................... 6–9 
Nicholas R. Moore ....................................................................................................................... 8 
Roger Nelson ............................................................................................................................... 9 
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